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mize | FOR many years employers have been able to get injunc- 

a tive writs to cripple unions when engaged in an effort to 

: remedy wrongs. When the unions submitted protests, 

the employers would refuse to discuss the matter with 

¥% ‘epresentatives of the workers, and the dispute was thus 

wyemeeeee, turned into the field of force. This left the workers the 

" x4 . . ee 

choice of a strike or unconditional surrender to what 

they believed to be injustice. If the workers struck the employer 

could go to the court and ask that the workers be restricted from 

picketing, promoting strike activities, using union funds for strike 

purposes, asking fellow workers to join the strike, et cetera. That is, 

the judiciary was asked to order the strikers 

The Norris not to do things that would interfere with 

Injunction Bill the employers controlling the strike situation. 

If they disobeyed the orders, the strikers 

were arrested and tried by the judge who issued the restraining order 

or injunction. Often the judge grossly exceeded his authority, but 

that was not righted until long afterward when it had contributed to 

the defeat of the strike even though null and void. Unions had been 

told not to give food to strikers’ families, not to put up bonds to pre- 

vent eviction of strikers’ families, not to sing hymns on the picket line, 
not to tell anybody why they were striking! 
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To secure the necessary correction of these abuses, for more than 
three decades Labor has been petitioning the constituted authorities 
for legislation. In 1914, labor provisions were put into the Clayton 
Act which undertook to define the application of injunctions in labor 
disputes. Relief was not forthcoming. On the contrary the Federal 
courts continued to issue injunctions of the type described, which were 
upheld by higher courts. The sinister principle involved was clearly 


demonstrated in the stonecutters’ case. The stonecutters quit work 


because the stone was a nonunion product. There was no suggestion 
of violence of act or counsel. But the employers sought to obtain an 
injunction ordering the men to return to work! The injunction was 
sustained by the Supreme Court. The only possible inference from 
this decision is the outlawry of the strike with something akin to in- 
voluntary work. 

A legislative proposal sponsored by Senator Norris regulates the 
procedure in injunction cases, defines and limits the jurisdiction of 
equity courts and declares public policy with regard to unions and the 
yellow-dog contract. This bill was the result of two years patient 
study by the Senate Subcommittee on the Judiciary, consisting of Sena- 
tors Norris, Blaine and Walsh of Montana. It was adopted in the 
Senate by a vote of 75 to 5. Representative LaGuardia introduced 
essentially the same measure in the House which was amended to con- 
form to the Senate bill as adopted and to take care of legitimate diff- 
culties that had been pointed out. The House adopted the bill 363 
to 13. 

On the motion of Senator Norris the Senate substituted the House 
bill for the Senate proposal, and sent the measure to conference. 

The bill was signed by the President March 23. Both political 
parties were committed to reform of injunction abuses and the repre- 
sentatives of both parties cooperated in framing and enacting this 
measure. 

Its purpose is to give Labor a more equal opportunity for justice 
and industrial progress. It is now our privilege to use this opportunity 
constructively in the economic field: Our educational work must be 
continued until judges and lawyers understand the facts of our economic 
world which are involved in questions for judicial decision. 


Challenge Wage Cuts As delay in the upswing in business continues 
the hazards for labor standards increase. 
Industries are everywhere looking for sources of revenues to maintain 
dividends. Wage-earners should be on guard to protect their in- 
comes against further invasions. Further reductions in wage rates 
at the present time would be most unfortunate and would tend to offset 
the efforts of the Government to create better business conditions. 
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Congress has enacted legislation to make credit available for 
banks and industries and to provide for Federal Reserve banks 
secondary reserves for issuing reserve notes. As a result the credit 
contraction policies have relaxed, bond prices have risen, stock prices 
have developed strength, price decline is less rapid. Some companies 
are beginning to write down stock values on their books, thus elimi- 
nating inflated values. When business sets its house in order, the 
maintenance of buying power is of growing importance. Unless con- 
sumers are financed to buy the output of industries, the warehouses and 
retail shelves are soon overstocked. 

Wage-earners and small-salaried persons constitute 80 per cent 
of retail customers. They have a responsibility to help maintain buy- 
ing power by keeping their own incomes stable. Wage-earners must 
be a self-directing agency if they are to help to maintain the balance 
for prosperity. It is their industrial and public duty to challenge all 
wage cuts proposals. 

Wage-earners not only have a right to a voice in determining 
their share of the return on the products they helped produce, but they 
have a right to know for what purpose any reductions in their wages 
are to be used. Wage-earners have a right to know how the directors 
have disposed of the resources of the industry. They have a right to 
propose other economies as substitutes for pay cuts. Effective and 
insistent use of facts for their own protection, is the first defense 
against wage cuts. 


Time for Action Despite the insistent urge of immediate, close 

by problems, there are world problems that 
are of even more fundamental significance to our longtime develop- 
ment. Our business relations with Europe, Canada, Mexico, and to 
a less degree other countries, are essential to the maintenance of stable 
business operations and prosperity. 

The provisions of the Versailles Treaty interfered with normal 
commercial and financial currents. Germany has been struggling to 
pay the costs of the World War. Her export surplus is not adequate 
for the indebtedness and she can not continue to pay out of capital 
and borrowing. Central Europe is practically bankrupt. Its eco- 
nomic structure seems to be approaching the end of the “one hoss” 
shay. The indemnities exacted from Germany are very costly when 
balanced against depression and unemployment. 

A European conference to consider the problem of reparations 
which conditions the economic situation, found itself stalemated by 
political uncertainties. The disarmament conference meeting in Ge- 
neva is embarrassed by fighting in the Far East and lack of confidence 
between nations. Suspicion and ruthlessness between nations are the 
consequence of previous wars and ill-advised treaties. As Benjamin 
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Franklin once said: ‘Wars are not paid for in war-time, the bill 
comes later.” 

The enormous bill for the World War is convincing argument 
that we should be developing the agencies for peaceful and equitable 
agreement of the difficulties that cause war. The nucleus of such 
agencies exists in international treaties and law and the World Court 
which had its birth in an American plan. From these’ institutions 
could be developed the practice of taking international problems to 
court just as individuals take their differences with the citizens to the 
appropriate court. As we outlawed the right of personal warfare, 
so we can gradually outlaw wars between nations by developing the 
necessary judicial agencies. 

The first step in this direction is adherence to the World Court 
through ratification of the proposals now before the Senate. These 
proposals have been discussed and interpreted so that their meaning 
is plain. Recent inquiries for further interpretation are patently to 
delay action, not to gain enlightenment. 

Ratification of adherence to the World Court is essential for 
the United States to assume its international responsibilities. It would 
add immeasurably to international security. 


Balancing the Members of Congress in discussing methods 
Budget of providing additional means for meeting 
~ our budget have beclouded more than one 
issue in their determination to secure endorsement for their proposals. 
A fundamental misunderstanding which they are encouraging is that 
balancing the budget requires the payment of all debts during the 
current year. Balancing the budget only means making provisions to 
pay bills by taxes or borrowing. That the revenues from taxation are 
not adequate to meet emergency needs of the Government does not 
mean that the financial stability of the Government is endangered. 

Our Government can borrow and its bonds are backed by the 
wealth of the nation. Loans to the Government can be funded— 
thus converted into obligations payable over a long period of time. 
When prosperity returns we shall be better able to pay for expendi- 
tures to maintain human well-being, the benefits of which will be shared 
also by future generations. It is a very shortsighted national policy 
that economizes by endangering the physical and spiritual well-being 
of its citizens or by sacrificing governmental services essential to the 
best development of economic and social institutions. 

We need not fear an emergency debt. We came out of the World 
War with a debt of 24 billions of dollars. In a prosperous decade 
we paid off 8 billions. Our budget was balanced, even though we had 
debts, by making provisions to pay interest and something on the 
principal. 
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The tax proposals submitted to Congress did not increase the 
rates in the highest brackets proportionate to the increase in the lower 
brackets, and a sales tax was offered as a source of additional reve- 
nues. The sales tax, of course, would be paid by the consumer. To 
adopt the sales tax would have made it permanently a part of our tax 
structure. Experience with the sales tax in other countries shows that 
it results in efforts to evade the law and hence lowers the moral tone 
of business. 

The sales tax precipitated a revolt in both parties. Not in years 
has there been such a determined revolt against special favors for ‘“‘con- 
centrated wealth” as the bi-partisan tax revolt which reflects a wide 
spread feeling against those responsible for the management of indus- 
trial policies. It was defeated by a large majority. 

Further, to avoid increases in the higher brackets are suggestions to 
cut governmental expenditures by reducing appropriations for various 
bureaus. Salary cuts for federal employees are also urged by large 
financial interests and constitute another danger to consumer power. 
Some of these reductions for which there is the loudest clamor, 
very obviously disguise other purposes than economy. When efforts 
are made to curb the work of the Children’s Bureau, the Women’s 
Bureau, the Federal Trade Commission, there is good reason to look 
for some purpose other than simple zeal for economy. 

We have a right to look to Congress for statesmanship in the 
public finances. There are some economies we can not afford. Con- 
gress has already provided generous relief to banks, but all of this 
will fail of its purposes if our citizens are not given the necessary relief 
and if unnecessary hardships are inflicted upon government employees, 
thereby, by example, recommending that policy to private employers. 

Congress should consider that financing banks and industries must 
be supplemented by providing the potential buyers with the necessary 
finances. This principle has a very direct bearing upon the determi- 
nation of our national revenue program. 


Our Financial In all of our business transactions money is 
Institutions the basis of contract. It furnishes the com- 

mon denominator for expressing relative 
values. As our business practices have changed we have found metal 
money unnecessary and even inconvenient for many types of trans- 
actions. Thus we have expansion of the use of credit in many forms— 
bank balances, bonds, paper money, financing of production and all 
economic enterprises. With expansion of the use and forms of credit, 
financial institutions have come into possession of economic power of 
far-reaching consequences. 
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During this three-year business depression, the conviction has 
been growing that our banks were a primary contributing cause. At 
a time when workers were begging for jobs that they might earn their 
bread, when investors were anxious to hold securities to benefit when 
the market turned upward, when business needed stable, long-time 
credits to meet depression difficulties, the banks initiated a contraction 
policy that wiped out 25 per cent of outstanding credit. There was a 
general conviction that banks were concentrating on their individual 
safety which had veered around to conflict with national economic 
safety. From banks came repeatedly the ultimatum: Reduce your costs 
as condition for extension of credit. Sometimes this has come speci- 
fically as a recommendation to cut wages. Banks have dictated political 
conditions as the condition for credit to municipalities. More recently 
they have threatened the United States Government with demands for 
a “balanced budget” as a condition for new bonds. 

The situation shows the power centering in our financial institu- 
tions. This power is being used to the interest of investors and specu- 
lators—and not guided by an understanding of balanced national pro- 
gress. It is obvious that certain privileged groups manipulate the divi- 
sion of returns to their best advantage. 

Wage-earners need to understand our financial institutions in 
order to formulate effective policies. The cooperation of a number 
of authorities in the financial field has been solicited for the prepara- 
tion of a series of articles for the use of our trade-union readers. 
We met uniformly helpful cooperation except from the bankers in- 
vited to contribute to better understanding of this field. 

It is obvious that in developing a better-planned national economy, 
we must expect credit to be related to the rate of production expansion 
and we must expect a type of financial statesmanship that will give 
banks constructive leadership for the maintenance of stable prosperity. 
Banks have already been given emergency relief to help them with- 
stand depression demands and to meet needs for credit, so we have a 
right to expect them to help in getting our industries back to prosperity. 


Surplus Creates Those leaders with responsibility for national 
Leisure policies have not yet realized the fundamental 

change that has taken place in production 
that has given us the capacity to produce more than is needed. In 
former periods there was never a possibility of supplying all needs 
even if industries were operated at capacity and if all had money to 
supply their needs. The change from a deficiency to a surplus economy 
makes indispensable constructive planning to determine what standards 
for work hours will maintain balance in our economic structure. The 
work day and week should be no longer than is necessary to supply 
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potential consumers. Of equal importance is constructive planning 
to finance these potential consumers. 

There is no reason for keeping workers for a work day of tra- 
ditional length when that standard creates unemployment; that is, 
prevents the financing of potential consumers. No one employee can 
determine of his own information what is the optimum work day for 
a community or an industry. This standard must be derived from 
coordinated information which reflects the number of workers who 
must earn incomes, demand for the products, capacity and plans of 
the industry. 

Now that industry has developed capacity for surplus production, 
there is opportunity for all to share in the opportunities and activities 
of leisure. Constructive plans for these new opportunities and activities 
foreshadow unlimited range of development for men and women. 
There will be opportunity to develop physical fitness, to possess one’s 
soul, to enjoy the pleasure of association with kindred minds, to learn 
new things and see new things, to carry on the activities of community 
life, to have hobbies and other nonfinancial work interests. 

Life organized for the development of intellectual and spiritual 
interests will make use of service industries and professional services 
in a much more effective way than ever before, fostering music, drama, 
literature as never before. 

Other countries and periods have provided leisure for a limited 
group and developed cultures that have enriched living for all time. 
We have the possibility of leisure for a whole people opened to us 
by technical progress. The primary steps to realize this possibility 
are intelligent regulation of the work and adequate financing of all 
consumers. 


Union Achievements Against the gloom of depression and certain 
Despite Depression insistence on lowering standards to meet the 

emergency, it is cheering to report the con- 
structive achievements of two unions operating in a metropolitan area 
where unemployment is high. 

In the dressmaking industry where competition is intense and 
the practice of contracting has encouraged the development of small 
outside shops, little capital was needed to start such shops, employing 
six to twelve workers and their temporary business encouraged dis- 
regard of work standards. The effect was inevitable—poorer stand- 
ards drive out the higher ones. The employers in the organized in- 
dustry asked for wage cuts and authority to reorganize a portion of 
one shop, which meant reducing the number of employees. Though 
there was practically no money in the treasury, the union decided to 
strike to maintain conditions. They had no assets but the spirit of 
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unionism and loyalty to the union that had done so much for them 
in the past. Workers from union and nonunion shops were in the 
walk-out which involved 24,000 workers. In two weeks an agree- 
ment was reached with the association shops, which presents an oppor- 
tunity to organize the whole industry. The results justify the courage 
and faith of these loyal trade-unionists. Resistance to lower standards 
is essential to self-protection. 

The Cloth Hat, Cap and Millinery Workers Union of New 
York City followed with a two-year agreement with the Women’s 
Headwear Group, Inc., a newly organized group. This agreement 
provides for the union shop, the 40-hour week, minimum time wage 
scale and piece rates and prohibits contracting out. The union has 
further inaugurated a campaign to unionize the shops that now inter- 
fere with stabilization of the industry. Many small shops which rep- 
resent a small investment, enter the business temporarily and profit 
from conditions that bring only a temporary profit. When con- 
fronted with the necessity of union standards, these shops will either 
go out of business or develop stable practices and conditions. 

In both these instances the union was an established institution 
representing years of struggle and achievement. Because of its serv- 
ice it had earned the loyalty of the workers and the respect of the 
industry and the community. The union was the real force in stabiliz- 
ing the community. 


Must We Starve? It is a very serious problem to any nation to 

have over seven million of its citizens with- 
out the means of earning an income and a large but unknown number 
earning only reduced incomes. Local efforts have been made to pro- 
vide relief from private and public contributions. There are large 
rural areas to which relief has not extended. 

The American Federation of Labor has been receiving letters 
and reports telling what is happening to these persons without source 
of income. Savings have been wiped out, investments in homes lost, 
insurance has been mortgaged, families have doubled up or separated 
to live with friends or relatives, debts have accumulated that will 
burden the future. Many have lost all the earnings and accumulations 
of their life’s efforts—almost all that makes life dear. These workers 
and ‘their families have been living without adequate food, clothing 
and fuel. They have just ended the third year of unemployment. 

Because local relief has been inadequate, the American Federa- 
tion of Labor asked the Federal Government to appropriate from 
our great national wealth for the relief of our citizens. Our petition 
followed immediately adoption of a relief measure appropriating 





EDITORIALS 385 


$500,000,000 for banks and industries. An appropriation for the 
relief of the unemployed was voted down. 

Because the great number of those in dire need could not be 
ignored a proposal to appropriate $132,000,000 for road building was 
introduced, thus providing indirect relief for the unemployed. To 
defeat this measure Senator Bingham took a poll of the governors 
by wire asking the number of starving and the number unable to get 
work, and submitted to the Senate telegrams from thirty-five gover- 
nors that no one in their states was starving. 

Senator Bingham sets up as the test of need for relief—starvation 
—‘starving in the ordinary sense.”” But men and women may be 
starving for a long time before death comes as a proof of their inner 
need, which they may in a self-respecting way endeavor to conceal 
from friends and even Senators. Let the Senator give himself the 
discipline of three winters with no source of income, steadily pulling 
his belt in to the last notches, before he ventures to set the standard 
of starvation and the test of need for relief. Senator Bingham’s pro- 
posal is revolting to this nation. With the great wealth of this nation, 
men, women and children should not be condemned to starvation 
before provisions are made for relief. 

It is obvious that we shall need to provide relief for the victims 
of this economic depression during the coming winter. We should 


make our legislative provisions now to take care of economic need. 
The Federal Government should provide for road building, rural 
electrification or some other constructive investment. Each state and 
city should be ready to finance the work of its public welfare depart- 
ment. 

Do not attempt to force the citizens of this nation to starve before 
relief shall be provided. 


at Nit ATS 








THE RELATION OF THE TREASURY 
OPERATIONS TO CREDIT AND 
FINANCIAL CONDITIONS 


J. OcpEN MILLs 
Secretary of the Treasury 


HE more obvious relationship 
T between the operations of the 
Treasury and financial and 
credit conditions in the country arises 
from the simple fact that the Govern- 
ment is continually conducting large- 
scale financial transactions in the col- 
lection and disbursement of revenues 
and the issuance and retirement of se- 
curities. The Federal finances have, 
however, a more significant bearing 
upon financial conditions and the eco- 
nomic situation in general, because of 
the crucial importance which attaches 
to the soundness and the success of 
Government fiscal policies. Consid- 
eration of some of the leading facts 
pertaining to the Federal finances and 
of certain features of the technique of 
the Treasury’s operations should pro- 
vide the setting against which the im- 
portance of the Government’s fiscal 
policies may be better appreciated. 
Space does not permit an adequate 
description of the variety and scope 
of the important functions which are 
performed by our Federal Govern- 
ment, but the magnitude of the budget 
should serve to indicate their import- 
ance at least from a financial point of 
view. Take the fiscal year 1930, for 
example. In that year total expendi- 
tures amounted to slightly less than 
$4,000,000,000. Of this total about 
$550,000,000 represented payments 
in retirement of Government obliga- 
tions, and $659,000,000 payments of 


interest on the outstanding debt, mak- 
ing a total of more than $1,200,000,- 
000 or 30 per cent for the service of 
the public debt. Approximately $700,- 
000,000, or 18 per cent, represented 
military and naval expenditures, and 
nearly $760,000,000, or 19 per cent, 
outlays for veterans of former wars. 
The expenditures customarily classi- 
fied under the general category of di- 
rect costs of performing purely gov- 
ernmental functions, such as the cost 
of the legislative, executive and judi- 
cial branches of the Government, and 
of certain administrative activities, 
totaled about $313,000,000, or 8 per 
cent. The remaining 25 per cent of 
the Federal expenditures included 
largely the cost of such special gov- 
ernmental outlays as those in the in- 
terest of the public health, education, 
conservation, aids to agriculture, ex- 
penditures for construction, and the 
like. 

It is of the utmost importance to 
bear in mind that the Treasury has no 
money of its own. It cannot of itself 
create funds. It has only two means 
of obtaining them. What it spends it 
must collect either through taxation 
or the sale of government securities, 
and even though the Treasury may 
meet or supplement its requirements 
for a time through borrowing, the 
nation must eventually redeem the ob- 
ligations of its government through 
the payment of taxes. 
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TREASURY OPERATIONS AND FINANCIAL CONDITIONS 


The fiscal year 1930 may be taken 
to illustrate the sources from which 
the Federal revenues are derived un- 
der existing legislation. Out of total 
receipts aggregating nearly $4,200,- 
000,000, about $3,626,000,000 rep- 
resented internal revenue and customs 
receipts. Corporation and individ- 
ual income taxes provided about $2,- 
411,000,000, or two-thirds of the 
total internal revenue and customs re- 
ceipts. $587,000,000, or 16 per cent, 
was obtained through collections of 
customs duties, and $628,000,000, or 
17 per cent, from miscellaneous in- 
ternal revenue taxes, of which the tax 
on tobacco contributed about $450,- 
000,000 and stamp taxes on the issue 
and transfer of securities, about $69,- 
000,000. 

As I have indicated, sound fiscal 
policy requires that the Treasury be 
provided with sufficient sources of 
revenue to insure that the Govern- 
ment’s current expenditures will be 
covered by its current revenues. In 
periods of national emergency cur- 
rent needs may exceed the amounts 
which it is practicable to raise cur- 
rently from taxes and resort must be 
had to borrowing. Thus, as a result 
of the war, the outstanding public 
debt reached a total of $25,485,000,- 
000 on June 30, 1919. Since that 
time operations incidental to the man- 
agement of the public debt, including 
until recently provision for its grad- 
ual reduction, have been an important 
feature of the Treasury’s fiscal opera- 
tions. 

These operations may be summar- 
ized as including three general classes 
of transactions: (1) the collection of 
revenues, in normal years aggregating 
some $4,000,000,000, (2) the dis- 
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bursement of these revenues in de- 
fraying the costs of the Government’s 
activities, and (3) the handling of the 
public debt including the final retire- 
ment as well as the refunding of ma- 
turing obligations, and in periods such 
as the present, when current expendi- 
tures are in excess of revenues, the 
issuance of securities to obtain addi- 
tional funds with which to supplement 
inadequate revenues. 

The direct relationship between the 
Treasury’s current financial transac- 
tions and financial conditions outside 
the Treasury may perhaps best be ap- 
preciated from the point of view of 
the problems which are involved in 
the management of the Treasury’s 
cash position. Neither the expendi- 
tures nor the receipts of the Govern- 
ment are evenly distributed through- 
out a given year, or even a given 
month, although variations are cus- 
tomarily less pronounced in expendi- 
tures than in receipts. 

While the Government's so-called 
general expenditures, that is, expendi- 
tures covering the regular governmen- 
tal activities of the legislative, execu- 
tive and judicial branches, are fairly 
regular, other payments, such as in- 
terest on the public debt and outlays 
for special purposes, such as for the 
Shipping Board or for the Federal 
Farm Board, and more recently for 
the Reconstruction Finance Corpora- 
tion, for example, occur at irregular 
intervals. On the other hand, the 
receipts are not only less evenly dis- 
tributed throughout the year, but the 
variations do not by any means syn- 
chronize with fluctuations in expendi- 
tures. Receipts from customs and 
miscellaneous internal revenue are 
comparatively regular from month to 
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month. Income tax receipts, how- 
ever, which ordinarily provide about 
two-thirds of the total Federal tax re- 
ceipts, are most unevenly distributed; 
about 90 per cent of these taxes 
are paid to the Government in the 
four quarterly tax payment months, 
March, June, September and Decem- 
ber. The total amount of receipts 
from all sources in each of these 
months in the fiscal year 1930 varied 
from about $670,000,000 to about 
$800,000,000 as compared with 
amounts varying from about $140,- 
000,000 to $15,000,000 in the other 
eight months of the year. Although 
the quarterly peaks in the revenues 
are not so spectacular at the present 
time, owing to the marked reduction 
in the Treasury’s receipts which has 
resulted from the depression, the vari- 
ations are nevertheless marked. 

It is clear that if the Treasury were 
periodically to receive and withhold 
from the market large sums of money, 
returning them gradually as it met its 
current expenditures, the process 
would result in considerable disturb- 
ance not only to banks directly but to 
the money market. The short-term 
money market, embracing chiefly the 
market for call and time loans on se- 
curities as collateral and the accept- 
ance and the commercial paper mar- 
kets, plays an important réle in our 
financial structure operating, as it 
does in a sense, as clearing ground for 
funds which are available for tempo- 
rary investment. Conditions in this 
market are customarily sensitive to 
even slight changes in the demand 
and supply of short-term funds. It 
is important that the Treasury should 
conduct its financial operations not 
only so as to adjust its available funds 
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to its current requirements but with a 
view also to avoiding in se far as pos- 
sible the sort of disturbances to which 
I have referred. The management 
of the short-term debt of the Govern- 
ment plays an important part in the 
accomplishment of both these pur- 
poses. 

The Federal debt embraces three 
general types of securities: bonds, 
with maturities of five years or more; 
notes, with maturities from one to 
five years; and certificates of indebt- 
edness (and since the end of 1929, 
Treasury bills), with maturities of 
one year or less. A varying amount 
of the outstanding debt is customarily 
maintained in the form of these short- 
term securities, and this part of the 
debt is constantly being turned over. 
Up until the end of 1929, when Treas- 
ury bills first came into use, it was the 
Treasury’s practice to concentrate its 
public debt maturities, and in conse- 
quence the greater portion of its cur- 
rent public debt operations, chiefly on 
quarterly tax-payment dates. It was 
the practice to issue on a given quar- 
ter-date Government obligations, cus- 
tomarily certificates of indebtedness 
in amounts which together with cur- 
rent receipts during the subsequent 
quarter would be adequate to meet 
current requirements for expenditures 
during the period. Payments by the 
Government in retirement of securi- 
ties previously sold to mature on that 
date customarily offset heavy quarter- 
ly payment of income taxes to the 
Government; moreover, payments for 
the new issue of securities were for 
the most part made by credits to the 
Government’s account on the books 
of subscribing banks so that the pro- 
ceeds of the sale of the securities were 
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not withdrawn from the purchasing 
banks until required by the Treasury 
to meet its current expenditures, thus 
involving no withdrawal of funds 
from the market until they could be 
returned through actual expenditures. 
Until the mid-December financing in 
1929 it had been the practice to pro- 
vide for the full quarterly require- 
ments through operations on the 
quarter dates. Beginning in Decem- 
ber, 1929, however, issues on these 
dates have not invariably been made 
in amounts sufficient to meet the esti- 
mated requirements of the entire 
quarter. Issues have instead been 
made on these dates in somewhat 
smaller amounts and have been sup- 
plemented by the subsequent sale of 
Treasury bills for cash as need arose. 

This description of the handling of 
the Government’s short-term indebt- 
edness in connection with the adjust- 
ment of the Treasury’s cash position 
presents only one aspect of the man- 
agement of the public debt which is 
one of the most important duties of 
the Treasury Department. It is not 
feasible at this time to do more than 
enumerate some of the other features 
of debt management. In its public 
debt operations the Treasury must 
always govern its selection of the 
forms of obligations to be employed 
and its arrangement of maturities 
with a view to providing for the con- 
duct of an orderly program of retire- 
ment and refunding operations in the 
future. In determining upon the 
form of security to be employed at a 
given time consideration must be 
given not only to existing but also 
prospective market conditions, and to 
the maintenance of a proper distribu- 
tion as between long and short term 
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issues. Moreover, in the case of 
all Government obligations, except 
Treasury bills which are sold at a dis- 
count on the basis of competitive bid- 
ding, the Treasury must fix the rate 
of interest to be carried by its new is- 
sues on the basis of its careful ap- 
praisal of prevailing money and 
credit conditions. Finally, a most im- 
portant consideration is the question 
of the time and rate at which the out- 
standing debt should be reduced and, 
particularly now, the conditions and 
limitations under which it may be in- 
creased. 

The Treasury has persistently 
urged the importance of a balanced 
budget. Although in times of emer- 
gency the public debt can, within lim- 
its, be increased without danger, it is 
essential that over a period of years 
the budget be balanced and provision 
be made for steady progress in the re- 
duction of the public debt. Between 
June 30, 1919, and the end of the fis- 
cal year 1930 the outstanding debt 
was reduced by $9,300,000,000. 
Largely as a result of this achievement 
the Federal finances have been estab- 
lished on an unquestionably sound 
basis. No better evidence of this fact 
and of its importance can be cited than 
that the Government has been able 
readily to borrow the large amounts 
necessary to finance the deficits of 
1931 and of the current fiscal year. In 
the fiscal year 1931 a deficit of $903,- 
000,000, including expenditures for 
statutory debt retirements, was ac- 
companied by an increase of $616,- 
000,000 in the total outstanding pub- 
lic debt. Present estimates indicate 


that in the current fiscal year the pub- 
lic debt will show a net increase of 
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some $2,500,000,000. Although this 
amount of borrowing is necessary 
in view of existing conditions it is a 
process which can not be continued in- 
definitely without endangering pub- 
lic credit. 

As a result of the depression Fed- 
eral tax receipts have been almost cut 
in half. In the fiscal year 1930 re- 
ceipts from internal revenue and cus- 
toms aggregated $3,626,000,000 
whereas estimates for the current fis- 
cal year indicate receipts from these 
sources of less than $1,980,000,000. 
The welfare of the nation demands a 
reduction in the cost of government, 
local, state and Federal. But it would 
be quite impossible to accomplish im- 
mediate reduction of Federal expend- 
itures by the full extent of the de- 
cline which has been experienced in 
the revenues. In the present emer- 
gency this means that the Treasury 
must be authorized to collect addi- 
tional taxes. 

A revenue bill has just been pre- 
pared by the Ways and Means Com- 
mittee of the House of Representa- 
tives after careful and intensive study. 
This bill should assume the attain- 
ment of an objective which the Treas- 
ury considers to be absolutely essen- 
tial, namely, the balancing of the bud- 
get for the fiscal year 1933 in the 
sense that there will be no further in- 
crease in the public debt for the year 
beginning July 1, 1932. The Com- 
mittee proposes to cover the deficit by 
raising approximately $1,120,000,- 
000 of new revenues and by reducing 
expenditures by $125,000,000. Al- 
though different in many respects 
from the recommendations submit- 
ted by the Treasury Department, the 
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Committee program has the approval 
of the Treasury. The public has only 
to realize the importance of the issue 
at stake and it will, I am confident, 
accept the additional taxes which this 
revenue measure carries as a necessary 
although not an easy contribution to 
the Government and the nation. 

Our whole economic structure is 
built up around credit. Considerably 
more than nine-tenths of the nation’s 
business is transacted on the basis of 
credit and the welfare of every indi- 
vidual is very closely linked to the op- 
eration of a great variety of credit 
arrangements. The country’s bank- 
ing system, which is the central mecha- 
nism of this credit structure, is inex- 
tricably bound with and dependent 
upon the credit of the United States 
Government. The confident belief 
that the Government will meet its fi- 
nancial obligations promptly and 
punctiliously on every occasion and in 
every emergency is an element in our 
credit structure the destruction of 
which would inevitably bring that 
structure tumbling to the ground. We 
are so accustomed to assuming the 
existence of an unimpaired Govern- 
ment credit that we are likely to for- 
get its fundamental importance to the 
financial and economic well being of 
the country. 

I recognize that tax increases are 
never altogether pleasant, particularly 
in a period of depression; but I am 
confident that the public already real- 
izes that in paying the additional taxes 
necessary to sustain the credit of the 
Government it is making a contribu- 
tion which is absolutely essential to 
the establishment of conditions favor- 
able to recovery. 








BRANCH BANKS 
Joun W. Pole 


Comptroller of the Currency 


T IS with great reluctance that I 
have slowly come to the conclusion 
that our small independent unit 

country banks are no longer fulfilling 
the purposes of their creation and that 
there is need for a better, sounder and 
stronger system. 

Notwithstanding the fact that it 
is still possible for many country 
banks to operate successfully, the sys- 
tem under which rural banking as a 
whole is carried on does not provide 
a sufficient safeguard either to the de- 
positors or to the shareholders nor 
does it offer a type of banking service 
adequate for modern conditions. 

Many of the strong and well-man- 
aged country banks have found it nec- 
essary at times to discontinue making 
loans and to build up and carry large 
cash reserves for long periods of time. 
Due to the fear of “lack of confi- 
dence”’ and in their efforts to be pre- 
pared to withstand sudden with- 
drawals, some of these banks have re- 
stricted their operations to such an 
extent that they are of little benefit 
to the community in which they are 
located, and in some communities 
have practically ceased to function. 
Such banks are necessarily experi- 
encing difficulty in earning a sufficient 
amount to cover operating expenses. 

We are faced with a banking situ- 
ation which applies almost entirely to 
the small towns where almost four- 
fifths of our banks are situated, al- 
though it should be borne in mind that 
there are also a considerable number 


of small banks in the larger cities, par- 
ticularly in the outlying districts. 

It is among these small banks that 
most of the failures of the past decade 
have occurred. By far the largest 
number of failures have been those of 
banks having $25,000 capital or less, 
these constituting 63 per cent of the 
failures. 

Many causes have been assigned 
for these bank failures: in one section 
droughts, in another insect pests, in 
another failure of the cattle market, 
in another a drop in the price of 
wheat, and soon. A great many fail- 
ures have been attributed to misman- 
agement, incompetent management or 
criminal management; some banks 
have been closed on account of single 
cases of defalcation and robbery; an- 
other cause assigned is that too many 
rural bank charters have been granted. 

While these various factors may 
have been the immediate occasion for 
the closing of these banks they do not 
indicate the basic cause. If one ob- 
serves the same type of small country 
bank, situated in various sections of 
the country, unable to keep open its 
doors, one naturally would seek the 
reason of the general condition. Can 
not the basic cause be found in the 
great economic and social changes 
which have come over this country 
within the past fifteen years—the war 
period and the post-war period. We 
have witnessed a revolution in the 
method of transportation and com- 
munication in the rural districts. 
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Local communities which were at one 
time economically and socially inde- 
pendent have been put upon arterial 
highways which have drawn them 
close to the larger cities. It is now 
impossible for the country bank to 
gain that diversification in the bank- 
ing business which was possible a few 
decades ago. The business of the 
small city is becoming more and more 
an adjunct of the business of the 
larger commercial centers. Oppor- 
tunities for independent local financ- 
ing are becoming fewer and fewer. 
The commercial business and the trust 
business are going to the large city 
bank. The country bank is left largely 
with real estate loans and small local 
loans. 

If therefore these fundamental 
conditions have caused the business of 
the small bank to shrink to the point 
where it becomes unprofitable for the 
bank to operate we are met with a 
basic condition which can not be cured 
by palliatives. 

Several students of the banking 
situation, recognizing the difficulties 
under which the small country bank 
now operates, have suggested as a 
remedy for the failure of these banks 
and the improvement of rural banking 
conditions a Federal statute requiring 
a minimum capitalization of $100,000 
for national banks and a similar pro- 
vision by the various states. The 
theory of this proposal is that such a 
provision will automatically décrease 
the number of country banks and will 
compel the formation of stronger 
banking institutions. Under this plan 
if the conventional ratio of 10 to 1 is 
maintained there would be no banks 
in the United States with deposits of 
less than one million dollars. This 
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proposal is open to several serious ob- 
jections. 

Such a plan to be successful would 
require complete legislative coopera- 
tion on the part of the state govern- 
ments, as the minimum capitalization 
of national banks has always been 
higher than that required as a rule by 
the state laws. The present minimum 
capitalization of $25,000 for national 
banks as now required is too high for 
state banks in many states. In other 
words, the present capital require- 
ments for national banks has not had 
the effect of causing state legislatures 
to require the state banks to adopt a 
similar standard. On the contrary, 
Congress, by the act of March 14, 
1900, reduced the minimum capital 
for national banks from $50,000 to 
$25,000, thus lowering the standard 
towards that of the states. 

One of the most natural effects of 
such an increase to a $100,000 mini- 
mum for national banks would be to 
cause hundreds of national banks to 
take out state charters and thus re- 
main in operation. The operating 
conditions of the banks in the rural 
districts are the same for both na- 
tional and state banks and any com- 
prehensive remedy looking to an im- 
provement of the rural banking situa- 
tion must embrace directly or indi- 
rectly both state and national banks. 

There is another feature of this 
proposal which must be considered. 
A banking institution from the stand- 
point of the investing shareholder 
furnishes a vehicle for the employment 
of capital. Such a shareholder is 
not required to make his investment 
with patriotic motives or with a de- 
sire to confer a benefit upon the com- 
munity. His motives are the same as 
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those who employ capital in other 
business enterprises. In other words, 
he invests his money in bank stock 
with the expectation of a reason- 
able return in dividends. From the 
standpoint of the government, how- 
ever, a bank possesses certain public 
responsibilities which the govern- 
ments, state and national, have at- 
tempted to establish and protect by 
statutory enactment. If in the pur- 
suance of this aim the Government 
requires a minimum capitalization too 
high for profitable employment in a 
given local community no bank would 
be operative there. 

There are thousands of commu- 
nities in the United States where 
banks are now operating which would 
be deprived of all local banking serv- 
ices if the minimum capital for coun- 
try banks were placed at $100,000. 
This would mean that these local 


communities would be put to the incon- 
venience of going considerable dis- 
tances, especially in the less densely 


populated agricultural states. Such 
action would be a backward step in 
the development of this country and 
the situation thus created would natu- 
rally tend to increase rather than re- 
tard the hoarding of funds, which has 
been so prevalent and against which 
a vigorous campaign is now being 
waged. 

Banking develops business in a com- 
munity and every community should 
have convenient access to banking 
services. In our desire to create a 
sound system of rural banking we 
must consider not only the safety but 
the convenience of hundreds of thou- 
sands of citizens who ought to have 
immediate access to banking facilities. 
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In discussing the question of the 
reduction in the number of country 
banks there should be borne in mind 
the danger of giving a single local 
bank a monopoly upon the banking 
business of an entire community. If 
we accept the theory that no country 
bank should possess less than $100,- 
000 paid-in capital we must immedi- 
ately face the conclusion that in order 
to provide enough business to support 
a country bank of that size it would 
be necessary in many cases for it to 
be the only bank in the community. 
Monopoly of bank credit is more 
easily attained under our banking sys- 
tem upon a small scale than upon a 
large one. In a large city there is 
more likely to be several banks in 
competition but the condition has al- 
ready arrived in several of the small 
cities where there is only one bank left 
in the community. This condition 
never operates to the best interests of 
the community as a whole. Should 
we, therefore, adopt the expedient of 
reducing the number of banks by in- 
creasing the minimum to $100,000, 
the credit of hundreds of separate 
communities would be in the control 
respectively of single independent 
local banks which would operate with- 
out any local competition. 

The truth of the matter is that 
there has been developed in the 
United States two definite types of 
banking, namely, that carried on by 
the small country bank and that of the 
large city bank. 

There are great commercial cen- 
ters in the various regions of the 
United States. In these commercial 
centers there have been developed 
great metropolitan banks through 
which the laboring man and the small 
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wage-earner are receiving a stronger 
protection and a higher and better 
type of banking service than that af- 
forded the farmers and small business 
men who must do business with coun- 
try banks. I have, therefore, sug- 
gested to Congress the desirability of 
bringing these country banks into a 
more direct and closer relationship 
to city metropolitan banks than is 
possible under any voluntary exten- 
sion or intensification of the corre- 
spondent relationship. If there is 
permitted to grow up, through branch 
banking, strong metropolitan banks in 
commercial centers outside of New 
York City with the right to open of- 
fices in the rural economically tribu- 
tary communities, it would naturally 
follow that in time these small coun- 
try banks would to a very large extent 
become branches or offices of such 
city banks. 


My idea is that it might be found 
feasible to permit national banks to 
extend branches into the trade area 
of the city in which they may be situ- 


ated. I realize that while the term 
“trade area” itself is susceptible of 
definition there may be found some 
practical difficulties in mapping out 
a given trade area. Theoretically, of 
course, every city, no matter how 
small, might be said to have a trade 
area but it would prove no solution 
at all to the rural bank situation to 
permit small country banks to estab- 
lish branches in such trade areas. 
The trade area which I have in 
mind may be called the metropolitan 
trade area. Such an area would cir- 
cumscribe the geographical territory 
which embraces the flow of trade 
from the rural communities and small 
cities to a larger commercial center. 
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Branch banking extended by metro- 
politan national banks into such a 
trade area would naturally give to 
these outlying rural communities and 
smaller cities a strong metropolitan 
banking service. 

It has been urged as a consideration 
against branch banking that legisla- 
tion permitting its extension to the 
rural districts would lead to the con- 
centration of all of the banking cap- 
ital in the United States in the New 
York banks and under the control of 
a comparatively small group of finan- 
ciers. 

It might be possible theoretically to 
conceive of this situation arising if 
Congress permitted the national 
banks to engage in nationwide branch 
banking at the present time, although 
many students of banking and many 
practical bankers are of the opinion 
that even were nationwide branch 
banking permitted by law its spread 
would be a slow development out 
from the various commercial centers; 
that the country is too large and its 
financial operations on too vast a scale 
to permit of complete concentration 
in New York City. The banking re- 
sources of the United States are con- 
stantly increasing as the country de- 
velops industrially and commercially. 

However, my proposal would, it 
seems to me, clearly tend to decen- 
tralize banking capital through a sys- 
tem of regional branch banking. The 
metropolitan banks in the city of New 
York have always held a preeminent 
position and under any system of 
banking which would follow the nor- 
mal course of business they will con- 
tinue to increase in size and influence. 
Notwithstanding this aspect of the 
matter, branch banking emanating 
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from commercial centers outside of 
New York City into surrounding trade 
areas would cause the New York 
banks to decrease in relative impor- 
tance. There would be concentration 
of capital but it would be a regional 
concentration with local characteris- 
tics. Banks in Detroit, Cleveland, 
Boston, Atlanta, New Orleans, St. 
Louis, Buffalo, Minneapolis and other 
such local commercial centers would 
grow into institutions fully capable of 
taking care of the financial require- 
ments of their trade area communi- 
ties. Instead of nearly all of the 
largest banks being situated in New 
York City there would be in every 
such commercial center banks whose 
resources would approach or exceed 
a billion dollars. Instead of being a 
menace, would not such banks become 
a source of pride to the community in 
which they are situated, bringing pres- 
tige and new business to the city and 
taking out to the rural communities a 
strong and highly developed banking 
service with safety to the depositors 
there? Would not such a system of 
branch banking lead to an active com- 
petition for business which would nat- 
urally result in the local community 
obtaining cheaper and better banking 
service ? 

Some critics of our banking system 
take the view that we have too many 
small banks and that one of the chief 
causes for bank failures has been the 
issuance of an excessive number of 
charters by the state and federal gov- 
ernments. Obviously if no banks were 
chartered there would be no bank fail- 
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ures. There is no way by which the 
number of banks can be categorically 
determined in advance and conse- 
quently the laws of all of the states 
and of the Federal Government have 
left the discretion to the supervising 
executive officials. It comes down to 
a plain question of human judgment. 
If no more bank charters were issued, 
for example, in communities where all 
of the banks had failed, the Comp- 
troller of the Currency or the State 
Banking Superntendent, as the case 
may be, would have to take the re- 
sponsibility of denying banking serv- 
ices to such a community even though 
the new applicants for a charter pos- 
sess the qualifications required by law 
and practice to carry on a small bank. 
In view of this situation it can not be 
expected of the supervising bank off- 
cials to take it into their hands without 
further legislative sanction to reform 
the system of banking in the rural 
communities solely through the proc- 
ess of denying bank charters. My 
own point of view is that the rural 
communities are not supplied with 
adequate banking facilities. I should 
like to see the people of every com- 
munity, no matter how small, have ac- 
cess to more than one strong bank 
with the banks competing for business. 
All persons should have the benefit 
which comes from a competitive bank- 
ing service. Our present system of 
independent unit country banks can 
not provide it. Would not the system 
of decentralized branch banking 
which I have suggested meet this con- 
dition? 


EASTER 
WHAT man may count his profit in his loss? 
Oh doubting heart, look up through tears, and see 
Beyond the wooden starkness of the Cross 
The new leaves on the green, the living Tree: 


Vircinia Lyne TUNSTALL. 





THE MUTUAL SAVINGS BANKS 


HENRY BRUERE 


President, The Bowery Savings Bank 


HE outstanding miracle of 1931 
was the growth of the mutual sav- 
ings banks in the State of New 
York. There are 146 of these banks. 
How they are organized and managed 
will be told a little later on. On De- 
cember 1, 1930, there were on deposit 
in these banks $4,606,573,646, repre- 
senting 5,147,069 open accounts. 
The rise of the mutual savings banks 
during this depression has been dra- 
matic and conclusive proof of the 
sound sense of the average citizen. 
The start of this recent rise really 
began on December 11, 1930, when, 
in the city of New York, the Bank of 
United States failed. The Bank of 
United States was a commercial bank 
with branches all over the city, formed 
by a process of merger and expansion 
through methods popular in the last 
decade, of adding to the parent insti- 
tution various affiliates that brought 
together all forms of banking func- 
tions under one roof; commercial 
banking, investment banking and sav- 
ings banking, the latter disguised un- 
der the name of special interest or 
thrift accounts. When this bank 
failed, hundreds of thousands of peo- 
ple of small means, who had come to 
regard themselves as too experienced 
in the affairs of business to need the 
services of the old-fashioned savings 
banks, turned about in their tracks and 
came back in flocks to the institutions 
where their parents, and in many in- 
stances, they themselves, had first 
saved their pennies. What was true in 
New York City was true to some ex- 


tent throughout the state. The result 
was that a year and one month later, 
that is, on January I, 1932, the mutual 
savings banks of the state had shown a 
growth of more than $653,495,320 
in deposits and 615,969 in depositors. 
There are now in the State of New 
York 5,763,038 persons who have 
accounts in the mutual savings banks. 

Banks of this type exist in 18 states 
of the Union, but primarily in the 
Northeastern States, and they flour- 
ish especially in New England, New 
York, New Jersey, Maryland, and 
Philadelphia. Mutual banks have no 
stockholders. There may be no stock- 
holders in any savings bank in the 
State of New York. The constitution 
of the state itself provides that all sav- 
ings banks of the state must be mutual. 

In 1816, the first mutual savings 
bank was organized in Philadelphia. 
The first of this type of savings bank 
in New York City was established in 
1819. It was known by the inclusive 
title of the Bank for Savings. Then, 
perhaps, it was thought that one bank 
would do. But the idea appealed so 
strongly to the good citizens of 
New York that, within a few years, 
there were many similar institutions 
founded. Savings banks were estab- 
lished to serve different groups of the 
community, that is to say, different 
types of savers and in different locali- 
ties. Most of the banks have names 
which are derived from their location, 
as the Bowery, the Dry Dock, the East 
River, and soon. Others derive their 
names from the constituency which 
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THE MUTUAL SAVINGS BANKS 


they were primarily intended to serve, 
as the Emigrant Industrial, which was 
founded to take care of the savings of 
new-coming Irish immigrants; and the 
Seamen’s, to help sailors ashore keep 
their hard-earned stipends. All of 
them are managed by boards of trus- 
tees who are not compensated for their 
work, except by the honor of their posi- 
tion, or, when such trustees are also 
officers who give their full time to the 
duties of the institution, by salary. 
These trustees are customarily se- 
lected from among the most respon- 
sible citizens of the community, and, 
as a rule, membership in a board of 
trustees of one of these institutions is 
regarded as a mark of distinction. 

There are two points, therefore, 
which are important in the savings 
banks of this type. One is that they 
are mutual. The second is that they 
are governed by trustees. The mutual 
feature means that they are estab- 
lished to serve only one purpose, and 
that is to benefit their depositors; that 
all good derived from their operation 
is intended to be enjoyed by their de- 
positors. The second feature means 
that those who manage the institutions 
look upon their responsibility in the 
light of trusteeship, which is the high- 
est form of business responsibility. 
They are not concerned as to what 
they themselves can get out of the en- 
terprise, either by way of profits or by 
way of incidental advantage, but only 
how they can, as good citizens, fulfill 
the purposes of their institution. 
These two characteristics are of great 
importance in considering the place 
that the mutual savings banks have in 
the general social and business organi- 
zation of our cities and states. 

The legislature of the state has al- 
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ways been very much interested in the 
savings banks because it has been 
called upon from time to time to help 
define the principles and practices 
which ought to govern their operation. 

As a matter of fact, because of their 
desire to make certain that everything 
will be done to protect the interest of 
depositors, legislators have been en- 
couraged and have themselves under- 
taken to make very clear and specific 
what the trustees of these institutions 
may or may not do. Rules are laid 
down to govern the investment of 
funds. These funds may be invested 
in a very few different types of under- 
taking. They may be invested in 
mortgages on improved property, but 
only up to 60 per cent of their ap- 
praised value; they may be invested in 
mortgages on unimproved property, 
but only up to 40 per cent of the ap- 
praised value. But all mortgage in- 
vestments may not exceed 70 per cent 
of the total assets of the bank. In 
New York State the average of this 
ratio is about 58 per cent. Savings 
banks may invest in bonds of the 
United States Government and of the 
governments of the states and of cities 
having a good record with respect to 
meeting their debts. Railroad bonds 
of superior qualifications and repre- 
senting the obligations of railways of 
tested earning capacity may be pur- 
chased, but not in excess of 25 per cent 
of the total assets of the bank. Bonds 
of certain utility companies, such as 
the American Telephone & Telegraph 
and its subsidiaries, and the leading 
power and light companies subject to 
regulation, and that unquestionably 
have franchises and own and operate 
plants, may be invested in, but not in 
excess of 10 per cent of the bank’s total 
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assets for telephone, and 10 per cent 
for other utility investments. 

The mutual savings banks, there- 
fore, may not go into hazardous busi- 
ness enterprises. They may not lend 
money for commercial undertakings. 
They are intended to confine the use 
of their funds entirely to those things 
which are deemed essential to com- 
munity life or which have unlimited 
taxing power available for payment of 
debts incurred, such as the government 
authorities of the country. These are 
the types of investment which among 
all the forms of investment are most 
likely to prove reliable sources of in- 
come. 

From the foregoing brief descrip- 
tion of what mutual savings banks are 
and what they may do with their 
funds, it is clear that it is not an acci- 
dent that the record of these institu- 
tions from the standpoint of stability 
is an outstanding one. In the last two 
years, upwards of 2,000 banks have 
failed in the United States, but no mu- 
tual savings bank has been among 
them. This does not mean, of course, 
that savings banks do not confront 
serious economic problems, just as any 
other type of financial organization, 
no matter how prudent, must confront 
them in periods of depression. But 
the fact that their real-estate mort- 
gages, for example, are limited to 60 
per cent of the appraised value and 
that those appraisals are made by con- 
servative men, and must be approved 
by boards of trustees, gives a margin 
of security which, up to date, has 
proved ample to withstand hard times. 
Although there may be concern over 
the earning ability of the railroads in 
general, it is clear that for the type of 
railway investment which savings 
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banks purchase, namely, the senior 
mortgages of the more successful rail- 
roads, there can be little question of 
the ultimate value of the investment. 
These bonds are closest to the rails 
and are at the bottom of the financial 
structure of the railway companies, 
and therefore have first call on earn- 
ings, after taxes and operating ex- 
penses. There have been few defaults 
in payments to date on this type of 
bond, and with the policy of coopera- 
tion which the government and rail- 
way employees and managements are 
now working out, the good roads 
should be able to pull through this dis- 
turbed period. 

City governments have issued bonds 
too liberally perhaps, but those that 
savings banks hold, for the most part, 
are the obligations of substantial com- 
munities, which will not permit their 
governments to go into default, as 
witness the cooperation which bankers 
and others have given to the govern- 
ment of the city of New York lately, 
and must in time give to such cities as 
Chicago, whose problems largely re- 
sult from mismanagement. 

In a word, the financial structure of 
the savings banks is woven into the 
underlying economic foundations of 
the country and stands with the 
strength of the nation’s strength. A 
little while ago, a representative of 
the savings banks, in appearing before 
a subcommittee of the Banking and 
Currency Committee of the Senate of 
the United States, awakened interest 
by his description of the character of 
the savings banks. After hearing this 
description, corresponding in large 
part with what has been said in this 
article, one of the Senators remarked 
wistfully that he wished all banks 
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could be run like the mutual savings 
banks. As a matter of fact, with dif- 
rence in type of investment, all good 
banks are run as the mutual savings 
banks are run. That is to say, strict 
principles of conservative investment 
are adhered to and a sense of respon- 
sibility is had towards depositors. 
The only difference is that where ex- 
ceptional risks are taken by good com- 
mercial banks, they may be taken only 
because they then use their own or 
stockholders’ funds and not the funds 
of their depositors. A mutual savings 
bank can take no risks except as any 
investment is a risk. The history of 
the sound commercial banks shows that 
they, too, rarely take undue risks, at 
least intentionally. Banking difficul- 
ties generally arise from investments 
that are liquid in good times and 
freeze up in bad times. The problem 


of greatest importance is to avoid bad 
times by greater prudence in good 
times and by adopting a policy of re- 
quiring all debts to be paid currently 


out of earnings. The banking struc- 
ture of the United States can be sound 
and successful only as careful differen- 
tiation is made between “‘my money” 
and “your money’”’ in the operation of 
a banking business. In the last resort, 
all types of banking, other than pri- 
vate banking, which is now virtually 
superseded by quasi-public institutions, 
is a method of handling other people’s 
money to their advantage and for the 
service of the community. 

These two features are reciprocal 
because the advantage to their deposi- 
tors results from their ability to serve 
the community and the service of the 
community, in the long run, is only pos- 
sible by maintaining the stability and 
standing of the institution. There is 
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no community in which there are not 
outstanding men of public spirit, who 
would not feel it desirable to establish 
for the working people of their com- 
munities institutions which, like the 
mutual savings banks, are designed to 
serve the welfare of the people and to 
protect their savings. Fortunately, 
such institutions are not only beneficial 
to the individual depositors but they 
help their community as well. In New 
York, for example, the savings banks 
have helped millions of people of small 
means to purchase their own homes. 
The funds of these institutions have 
made it possible to build up the physi- 
cal structure of the city by loaning 
on mortgages upwards of $2,000,- 
000,000 now outstanding. These in- 
stitutions place large sums of money 
at the disposal of the governments for 
good purposes. They always stand 
ready to subscribe to sound govern- 
ment issues and to participate in all 
reasonable financing which the state 
and the nation are called upon to do. 
Above everything else, the savings 
banks, particularly the mutual savings 
banks, serve as an educational force, 
helping people to do the one thing, 
above all others, which is necessary to 
assure a stable, national, economic 
life, and that is to take care of them- 
selves in periods of stress and to pro- 
tect their families by reasonable sav- 
ings. The largest of the savings banks 
in New York has 370,537 depositors 
and the average amount these people 
have on deposit is $1,330. Many of 
these depositors have been saving 
money in this institution for long pe- 
riods—as long as half a century. Tens 
of thousands of these depositors have 
been saving money in the institution 
from childhood. Many of them are 
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the children of depositors who came 
to this country as immigrants and se- 
lected this bank as the first place to 
which they could, with confidence, 
commit their precious savings. This 
bank, as have the other savings banks, 
has been for many years the friend of 
many people of small means and mod- 
est circumstances who have struggled 
and groped their way to reasonable 
security in a world which seemed to 
them dreadfully insecure. 

Those of us who have to do with 
mutual savings banks believe that, 
springing as they did from a spirit of 
good-will towards their fellowmen 
and developed as they have been under 
the guidance of public-spirited men, 
they are an outstanding feature in the 
social life of America. Their recent 
history of remarkable popularity and 
increased strength warrants the atten- 


tion of every good citizen of the coun- 
try, who is seeking a way to obtain for 
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people of small means the greatest 
assurance that can be given to the safe 
custody of their savings. Banking is 
a difficult and technical business, as has 
been learned to their sorrow by many 
who have ventured upon it without 
adequate understanding and prepara- 
tion. 

The hundred years of experience of 
the mutual savings banks has reduced 
the technique of handling long-time 
deposits to a scientific basis, governed 
by principles of good citizenship ex- 
pressed in a form of trustee obligation 
and regulated by law. The mutual 
savings banks may be used as a model 
in building up for the whole of 
America a method of savings fund 
management which will spare millions 
in the future the distress and anxiety 
which imprudent investment or inju- 
dicious banking operations have 
caused during recent years. 


JONQUIL AND STAR 


What star, I wonder, waited for the birth 
Of this most brief and golden star of earth— 


Waited the long and empty aeons through, 
Lonely and golden in its field of blue, 


Searching the meadowed earth each blossomy spring 
For this one golden and expected thing 


That thrusts the grass aside in lifting up 
A soul that is a golden, empty cup 


Lifted to what far-gazing, faithful star, 
Among the golden millions that there are? 


Davi Morton 
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NY attempt to catalog in minute 
analysis the enormous con- 
tribution of industrial bank- 

ing to the economic life of this nation, 
raises a picture of staggering propor- 
tions and would evolve upon the com- 
pilator a task that at its most success- 
ful fruition, would only be rewarded 
with an amazing array of figures. 


Vast sums of dollars, especially when- 


we reach the classification of billions, 
carries little understanding to the 
average man or woman. And some- 
times not even to the economists and 
financiers who deal with them. 

Industrial banking has, however, 
a human equation, a human contribu- 
tion and a human destiny that can 
better and more understandably be 
measured by a_ study of the Morris 
Plan of Industrial Banking, the pio- 
neer of this form of banking in the 
United States and the forerunner of 
the revised financial policies that to- 
day mark the operations of thousands 
of commercial banks, industries, finan- 
cial organizations and business con- 
cerns. 

In tracing the development and in 
attempting to determine the almost 
incalculable future potentialities of 
industrial banking, it may be interest- 
ing to turn for a few minutes to the 
origin of money and banking itself. 
Money, that is, coinage, has been 
traced as far back as the reign of Han 


in China, two thousand years before 
Christ. However, the earliest west- 
ern gold and silver coinage is believed 
to have been that of the Lydians, first 
coined in 652 B.C. 

Naturally, banking evolved from 
the widespread interchange of these 
coins, and it is important to emphasize 
here today that although banking in 
its formative stages was conceived for 
the benefit of the masses in their daily 
trading and bartering, centuries of 
evolution witnessed the profession of 
banking move from the category of a 
service for and by the people into the 
exclusive monopoly of governments 
for and by governments and thence 
to our modern “big business” where, 
up until a few years ago, banking was 
administered for and by capitalistic 
elements. Thus, after the span of a 
great many centuries it is interesting 
to observe that the comparatively 
“new” form of industrial banking that 
has spread so rapidly in this country 
in the past twenty years is really a 
logical and necessary return to the 
basic and fundamental principles of 
banking; namely, that of providing a 
medium of both cash and credit ex- 
change for the people. 

Currency was invented for use 
where there was an unequal exchange 
of service or commodities. For exam- 
ple, in the early days of bartering, two 
persons might exchange labor or com- 
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modities, but there would be a differ- 
ence in an amount due from one to the 
other, and some evidence or token was 
required from the creditor to the 
debtor. 

The evolution of banking dates 
back to the early Greeks who evolved 
a system of currency out of a combi- 
nation of circumstances arising during 
that time, including the necessity for 
some means of “trading” in coins. 
World shipping at that time was pour- 
ing a great flood of coins of many 
people into the countries of the Rom- 
ans and Greeks, and some medium 
had to be set up for the exchange of 
this money. In addition to this serv- 
ice, Athenian and Roman shopkeepers 
and artisans received deposits of 
money from the public to be kept in 
secure places and also acted as reposi- 
tories for valuable articles such as sil- 
ver, jewels and gold. The original 
bankers were skilled artisans to whom 
these valuables were entrusted and 
who also set up the independent busi- 
ness of exchanging money. Thus, 
down through the ages, banking in its 
evolution, started with the masses, 
moved into the realm of a govern- 
mental function during several periods 
in history, especially in England, and 
in recent years had become the monop- 
oly of ‘big business.” 

The Morris Plan of Industrial 
Banking is the forerunner of the wide- 
spread industrial banking system in 
this country today, but twenty years 
old, and, in the terse description that 
it is a “savings and lending bank—it 
saves the money of the masses and 
lends the money back to them,” there 
is a direct parallel between the pres- 
ent-day type of banking known as the 
Morris Plan and the earliest forms 
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of banking. In other words, after the 
passing of many centuries a system of 
banking has returned to bring back 
to the people a medium for the ex- 
change of money and credits that was 
originally theirs but in the evolution 
of world business had been grossly 
neglected for centuries—in order that 
preference in credits might go to great 
corporations, governments and a com- 
paratively few fortunate individuals. 

Modern banking can be said to have 
had its origin with the Bank of Eng- 
land in 1694. Before the establish- 
ment of this bank, for 600 years 
wooden tallies had been circulated in 
England as money. These tallies were 
used by the king and the state as pay- 
ment for commodities purchased for 
the royal household and the army, 
and once in the hands of the people 
were used by them in the further 
exchange of commodities. These tal- 
lies were four-sided rods of hazel or 
linden wood, about an inch in diame- 
ter. Notches on the side of the rod 
denoted its value. $5,000, for ex- 
ample, was represented by a notch as 
broad as the palm of the hand, while 
a $1 notch was the size of a barley 
corn. The 25 cent piece was the 
smallest piece that could be cut out 
and a penny merely represented an 
incision or dent without any wood 
being taken away. The amount was 
also written in ink on two opposite 
sides, and other symbols denoted its 
official status. In 1694, the Bank of 
England was given the privilege by 
the king of issuing paper currency for 
the first time, although it had been 
used in China for several hundred 
years. However, this was the first 
marked step of banking in its de- 
parture from its original function as 
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a service for the masses, for the Bank 
of England was established not to aid 
commerce and business but to provide 
funds for the government, which 
needed the money to carry on the war 
with France. 

Incidentally, it is also interesting 
to recall at this time that the first 
bank established in the United States 
was chartered for the purpose of as- 
sisting the government to carry on a 
war and not as a medium of directly 
assisting the people individually to 
achieve personal advancement and 
progress, which, in the aggregate, 
builds and stimulates the sound expan- 
sion of a nation. 

The first bank in the United States 
was the Bank of North America in 
Philadelphia, which was chartered by 
the Continental Congress in 1781. 
This bank was planned by Robert 


Morris, Superintendent of Finance, 
in order to give financial support to 


the Revolution. A little earlier than 
that a number of patriotic Philadel- 
phians organized the so-called Bank 
of Pennsylvania, which was constitu- 
ted a medium for the supply of army 
provisions. The Bank of North 
America took over the liabilities and 
assets of this institution. 

One of the most important historic 
facts in connection with the subject 
of industrial banking is the fact that 
in 1730 there began in Scotland the 
first germ of industrial banking which 
was the inauguration of what is known 
as the Scotch credit system. The 
Scotch credit system was the opening 
of several banks that permitted per- 
sons, firms and corporations with no 
security but their character and their 
earning power to obtain credit, pri- 
marily for the purpose of production. 
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Any person, firm or corporation 
that had a real economic opportunity 
for productivity was allowed to go to 
these Scotch credit institutions and, 
with one or more guarantors, a line 
of credit was extended. 

Therefore, it may be stated that 
historically while the Morris Plan 
System was begun on the premise that 
character and earning power are the 
basis of credit, the early adaptation of 
that principle, which is the backbone 
of industrial banking, occurred in 
Scotland in.1730, and in the twenty 
years during the evolution of that 
principle of Scotch credits one bank 
alone financed loans aggregating 
$400,000,000 at a loss not exceeding 
$5,000. 

The individual Scotch credits, simi- 
lar to the Morris Plan System, limited 
their loans from $500 to $5,000. Ours 
are limited from $50 to $5,000. 

Prior to the establishment of the 
first Morris Plan Bank in Norfolk, 
Virginia, in 1910, the use of banking 
credit by the nonpropertied classes of 
the community had no recognized 
status, and the individual who needed 
money, or who felt that he could em- 
ploy money advantageously in advanc- 
ing his personal affairs was forced to 
locate a private individual and make 
the best terms possible with him for 
the desired accommodation. There 
was no public banking institution of 
any sort which catered to the credit 
needs of this class of the population. 

As the private money lender oper- 
ated outside the pale of the law, be- 
cause his charges were of necessity 
greater than the legal rate of interest 
established by law, and as each trans- 
action was a private one, and a con- 
siderable risk attended the business, 
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he drove a hard bargain with those 
who sought his aid; and the average 
cost of such accommodation was 10 
per cent per month, or 120 per cent 
per annum. As it is impossible to 
make money earn any such return as 
that, the result was that the borrower 
entered into economic bondage to the 
money lender. 

The Morris Plan was dedicated to 
the proposition that the nonproper- 
tied classes of the community are en- 
titled to access to the monied capital 
of the community through high-class 
financial institutions and at reasonable 
rates; and was predicated upon the 
belief that the average man and 
woman is financially honest and with 
dependable earning power, will repay 
the obligation if afforded proper op- 
portunity to do so. 

After my own ideas had become 
clarified as to the nature of the insti- 
tution which I desired to create and 
as to the plan to be followed in mak- 
ing bank credit available to the masses, 
I set about finding the necessary capi- 
tal to launch the institution. 

All of the bankers with whom I 
discussed my plans were skeptical. 
They seriously doubted the wisdom 
of lending money to the masses, be- 
lieving that the masses should save 
money, but should not borrow money, 
as borrowing would lend to improvi- 
dence. Furthermore, they did not be- 
lieve that an institution could lend 
money in small amounts at the rates 
which I proposed and pay operating 
expenses; finally, they believed that 
the capital of the institution would be 
dissipated by losses through the failure 
of borrowers to repay their obliga- 
tions. 

After a great deal of persuasive 
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effort, I succeeded, however, in find- 
ing a few public-spirited men in Nor- 
folk, Virginia, who recognized the 
potential value to the community of 
such an institution and were willing 
to risk a small amount of capital in 
testing out its possibilities. Finally, 
$20,000 of capital, including my own 
substantial contribution thereof, was 
raised, and the Morris Plan Bank of 
Norfolk, Virginia, was established in 
April, 1910. 

It succeeded from the start and it 
attracted a considerable amount of in- 
terest throughout the country, with 
the result that the demand for similar 
institutions sprang up in other com- 
munities. I will not take the time to 
trace the development of this move- 
ment step by step; but to give you a 
picture of its growth and success it 
will suffice to say that the Morris Plan 
Banks and Companies with capital and 
surplus now in excess of $30,000,000 
with total resources of $190,298,879, 
are now operating in 142 cities of the 
United States, doing a volume of 
business in excess of $200,000,000 
per annum. These institutions have 
loaned more than $1,800,000,000 to 
8,065,000 individuals, and this sum 
has been repaid by the borrowers with 
a loss to the institutions of less than 
one-fourth of one per cent. 

Moreover, the customers of these 
institutions have saved over a billion 
dollars, one hundred million dollars 
of which is now invested in the sav- 
ings certificates of these institutions. 
The Morris Plan Company of New 
York, which is, quite naturally, the 
largest of Morris Plan institutions, 
has a capital and surplus of $3,300,- 
000; has savings certificates outstand- 
ing of approximately $30,000,000 
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and lends approximately $40,000,- 
000 a year, and employs an operating 
staff of several hundred persons. It 
is conservatively estimated that Mor- 
ris Plan facilities, in providing this 
volume of loans annually, amounting 
to $200,000,000, to deserving fami- 
lies of character and earning power, 
are saving such people at the least 
minimum $50,000,000 per annum and 
more, which represents the excess in- 
terest they would have to pay to other 
institutions and to loan sharks, if these 
Morris Plan facilities were not avail- 
able. 

An analysis of the two billion dol- 
lars which the Morris Plan Banks 
have loaned to the public brings forth 
the striking fact that more than 52 
per cent of the total amount loaned 
has financed the buying power of the 
masses. The balance of approxi- 


mately 48 per cent has financed the 
solution of human problems, brought 
about by sickness, death and other 
human necessities requiring money re- 


lief. Books could be written on the 
human purposes financed by Morris 
Plan Banks. People who have been 
in the lowest depths of despair, whose 
love of life and actual human exist- 
ence had been converted into despair 
and hopeless resignation, have been 
saved from human misery by Morris 
Plan banking facilities. It has been 
an interesting development of human 
agency and human psychology to ob- 
serve the extent to which Morris Plan 
banking facilities and the extension of 
credit on character and earning power, 
thereby manifesting the Bank’s faith 
in the individual, has promptly re- 
stored self-respect and individual de- 
termination. 


405 


The credit extended to borrowers 
who have utilized these funds for 
constructive uses, such as the buying 
of homes, paying of taxes, the pur- 
chase of an education, the buying of 
human conveniences and for business 
purposes, as distinguished from the 
remedial or distress type of loan, has 
altogether served to educate the Mor- 
ris Plan borrower how far he should 
utilize credit and instalment buying 
and when he should curtail such in- 
stalment obligations in the interests 
of conservative and more stabilized 
living. Morris Plan _ experience, 
which predicates personal credit ex- 
tended upon the individual’s right to 
borrow, the extent his condition per- 
mits him to borrow and the purposes 
and the use to which he proposes to 
apply the proceeds from the credit 
extended, constitutes those considera- 
tions, which, when properly organized 
and applied throughout the country, 
are the only dependable factors which 
will limit the evil of instalment financ- 
ing and instalment buying and which, 
when abused, is a curse to this country 
and its future. 

Through the constructive and en- 
abling medium of Morris Plan credit 
and the privilege of paying out of in- 
come what we need and benefit by 
today, it becomes apparent that the 
Morris Plan has made an incalculable, 
vital contribution to the consumptive 
machinery of this, the greatest pro- 
ducing nation of the world. By this 
system, it has been demonstrated that 
character and the earning capacity of 
the borrower, when carefully organ- 
ized and stabilized within the limits 
of each individual’s right to use such 
collateral, becomes the foundation for 
conservative and dependable con- 





406 


sumers credit. Without the proper 
advancement and development of 
consumers credit in this country, 
America’s dependence on mass produc- 
tion, which means future prosperity, 
is hopelessly lost. 

A further analysis of this two-bil- 
lion-dollar-loan volume also will show 
that those who utilize Morris Plan 
banking facilities are mainly the great 
middle class of industrious and de- 
pendable workers upon whom the con- 
sumption structure of this country is 
so dependent—in other words, the 
consuming masses, for 75 per cent of 
all Morris Plan borrowers earn from 
$30 to $80 weekly. Sixty-eight per 
cent of Morris Plan borrowers have 
a fixed salary, and 32 per cent have a 
salary and commission or other 
sources of income, and 75 per cent 
carry life insurance—the latter an- 
other tribute to the stability of char- 
acter of the Morris Plan borrower. 

Further emphasizing the collateral 
value of character and earning power 
as a basis of credit, the result of a 
survey of 10,000 Morris Plan loans, 
picked at random from the files, 
showed that 89 per cent liquidated 
their obligations faithfully and punc- 
tually, without anything but routine 
procedure; and that only 11 per cent 
required some form of collecting 
service. 

This same survey also showed the 
73 per cent of these Morris Plan bor- 
rowers—as to age groups—fell into 
the most productive years of from 25 
to 45 years of age. Only seven per 
cent went to borrowers between the 
ages of 21 and 24 years, which is a 
direct refutation of some theories 
that character credit encourages the 
especially young man to plunge him- 
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self into debt. This idea is further 
exploded when we learn that 96 per 
cent of the borrowers between the 
ages of 21 and 24 years are already in 
debt when they come to the Morris 
Plan and it is the Morris Plan that 
straightens out their financial affairs, 
puts them once again on a sound foot- 
ing, and shows them the way to intel- 
ligent money management. 

It has long been an established eco- 
nomic fact that 80 per cent of the 
American adult population was with- 
out access to commercial banking 
credit, and it has always been the 
proud contention of the Morris Plan 
that it has brought legitimate and 
businesslike banking credit to the 
masses. This is forcefully proven in 
this same survey of 10,000 loans, 
which showed that 80.5 per cent of 
Morris Plan borrowers had no bank 
accounts before becoming Morris 
Plan customers, and such a figure be- 
comes especially significant when we 
consider the financial orderliness that 
comes to the individual who borrows 
or invests under the Morris Plan. 
Countless borrowers, once they have 
liquidated their obligations, continue 
their instalment payments in the form 
of saving; and of this 80 per cent who 
come in to the Morris Plan without 
other banking connections, it is obvi- 
ous that a great number will come 
away vastly benefited by their experi- 
ence and with a new appreciation of 
money values and financial orderli- 
ness. Truly, Morris Plan has been a 
bank for the masses—for those 80 
per cent who were without banking 
connections. 

Another important factor in the 
eligibility of this 80 per cent for bank- 
ing credit is the personal record of 
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steadiness in employment. A total of 
80.2 per cent of Morris Plan bor- 
rowers had been employed from two 
to six years on the same payroll. In 
other words, borrowers who have set 
up a splendid testimonial for char- 
acter, industry and steadiness of earn- 
ing capacity, without the Morris Plan, 
would be unable to capitalize on these 
splendid assets. 

The Morris Plan is this year cele- 
brating the twenty-second anniversary 
of its founding, and it is now univer- 
sally recognized as _ economically 
sound and as a necessary part of the 
banking machinery of the nation. In 
fact, the commercial bankers who, at 
the outset, looked askance at this 
radically democratic institution are 
now paying it the doubtful compliment 
of adopting it as a part of their serv- 
ice to the public. it is said “Imita- 


tion is the sincerest form of flattery.” 

The Morris Plan Bank is distin- 
guished from the commercial bank by 
the fact that it does not carry check- 
ing accounts and does not accept de- 


mand deposits. It is a thrift institu- 
tion which lends it money to those 
who agree to save with it systemati- 
cally. No Morris Plan bank has ever 
failed and no depositor has ever lost 
a single dollar in any one of these 
institutions. 

The precise mechanics of a Morris 
Plan loan is that the prospective bor- 
rower must first agree to become a 
saver by subscribing to an investment 
certificate in an amount equal to the 
amount which he desires to borrow 
and which must be paid for in weekly 
or monthly instalments during a 
period of twelve months. 

In ordinary commercial banking 
transactions, loans are limited to a 
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period of three months, but in the 
case of the average individual, twelve 
months is necessary to permit the ac- 
cumulation out of earnings of a suff- 
cient sum to accomplish a substantial 
object. Furthermore, twelve months 
represents the approximate limit of 
time during which the average person 
can adhere to a fixed resolution. 

The Morris Plan borrower having 
agreed to the systematic plan of accu- 
mulation which I have described, signs 
a note for the sum to be borrowed and 
which is repayable at the end of twelve 
months. Two friends, of the same 
character and earning power standard 
of the borrower, also sign his note as 
co-makers. Both borrower and co- 
makers need not have a dollar of 
property so long as they have what 
the Morris Plan believes to be the 
most valuable of all assets: ‘‘Depend- 
able character and demonstrated earn- 
ing power.” 

The Morris Plan also provides a 
system of protected loan service 
through the Morris Plan Insurance 
Society so that in the event the bor- 
rower dies before paying his loan the 
Insurance Society steps in and pays 
the loan and protects the co-makers. 
This insurance coverage is at a lower 
cost than any yet devised by any other 
form of protection in this country. 
As far as the Morris Plan Company’s 
making the loan is concerned, the 
Morris Plan Insurance protection is 
entirely optional with the borrower. 

By the end of the year, the bor- 
rower has accumulated sufficient funds 
in his thrift account to pay his note. 
If he is fortunate enough to have 
funds available from some other 
source, he may pay his note from 
those funds and receive the company’s 
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full paid investment certificate for the 
amount he has paid in, bearing inter- 
est at 4 to § per cent according to 
locality. This is one of the distinctive 
features of the Morris Plan. The 
application of these payments to the 
investment certificate subscription has 
a positive psychology, whereas if 
these payments were applied directly 
to the loan the operation would have 
a negative psychology. Under the 
plan as described, the borrower goes 
through the mechanics of saving and 
the action pattern of saving is im- 
pressed upon his mind. The educa- 
tional value of this enforced practice 
of thrift is a most important social 
contributions of the Morris Plan. 

The average young man or woman 
leaves school and embarks upon his 
or her career with little or no prac- 
tical knowledge of the all important 
matter of financial management, as 
this is something which is not taught 
in our schools and colleges. The vast 
majority of individuals have no talent 
for thrift, but must learn the art of 
managing their personal affairs and of 
saving money and of building up finan- 
cial independence by costly mistakes 
and by slow and sad experience; and 
a very considerable part of the popu- 
lation fails ever to arrive at a state 
of financial independence, although in 
this land of opportunity such inde- 
pendence is attainable for any one of 
‘ normal mental and physical health. 

The statictics show that a large pro- 
portion of all individuals in the coun- 
try over 60 years of age are depend- 
ent on others for support. 

While the Morris Plan pursues a 
liberal policy in the matter of extend- 
ing credit, it insists with firmness that 
the individual meet the terms of his 
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undertaking with respect to the ac- 
cumulation of the fund out of which 
his loan is to be repaid; and if he fails 
to make his periodic payments on time, 
the company takes prompt and firm 
measures to hold him to his obliga- 
tion. It does this not only from its 
own self interest, but also with a view 
to impressing the borrower with the 
importance of establishing his credit 
responsibility. 

One of the most important and dif- 
ficult problems in the art of operating 
the Morris Plan is the question of 
how much money we can properly lend 
to a particular individual. The Mor- 
ris Plan Banks have evolved sound 
judgment as to the credit responsi- 
bility of the wide variety of individ- 
uals who come to them for credit ac- 
commodation, and while we have not 
yet succeeded in reducing this judg- 
ment to a definite scientific formula, 
it may be of interest to note some of 
the factors to which we give attention. 

In the first place, we only make 
loans to those who have a steady 
source of income; for, while we re- 
quire the borrower to obtain the sig- 
natures to his note of two co-makers, 
yet the loan itself is predicated upon 
the ability of the borrower to accu- 
mulate the sum necessary to repay his 
loan and the signatures of the co- 
makers are solely for the purpose of 
guaranteeing the borrower’s perform- 
ance of his obligation. 

Some of the important facts which 
affect the question of credit respon- 
sibility, are the amount of income and 
the amount of necessary living ex- 
penses, the seasonal nature of the em- 
ployment which affects the regularity 
of income; the element of responsi- 
bility which is involved in the nature 
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of the employment itself; and the ap- 
plicant’s credit record with other in- 
stitutions, or with the Morris Plan 
institution itself, although a large pro- 
portion of the individuals who apply 


to the Morris Plan for loans are per-- 


sons who have no credit records as 
they have not had previous credit 
transactions. 

We study the individual’s situation 
first to see if he is entitled to any 
credit and secondly to determine 
whether he is endeavoring to borrow 
either too much, or too little. One 
would suppose that the great major- 
ity of borrowers would apply for 
more money than they are entitled to; 
whereas we find in actual practice that 
a great many borrowers apply for less 
than their situations really warrant, 
or require, as they have the errone- 
ous impression that the smaller the 
amount applied for, the more likely 
the loan will be granted. 

The fact is, however, that we fre- 
quently decline to make a small loan 
because it would be insufficient to 
clean up the borrower’s indebtedness 
and would leave numerous other obli- 
gations unliquidated; whereas we 
would be willing to lend the same in- 
dividual a larger amount which would 
be sufficient to clean up all of his in- 
debtedness and give him a fresh start 
with one consolidated obligation 
which he would repay through our 
plan of systematic accumulation. 

One phase of our operation which 
is important to the public and to our- 
selves and which interests the econo- 
mist, is the matter of the cost of a 
Morris Plan loan. 

Our charges are prescribed by law 
in the various states in which we oper- 
ate. In New York, for example, the 
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charge is 6 per cent discount on the 
face amount of the loan, together 
with a separate small fee to cover the 
cost of investigating the credit re- 
sponsibility of the borrower. 

This investigation, or service 
charge, amounts to $1 for each $50 
borrowed, but with a maximum fee 
of $20. This maximum is reached at 
$1,750 so that the fee charged for a 
$5,000 loan, which is the largest loan 
which we make, is only $20, or less 
than one-half of one per cent. Our 
average investigation or service 
charge is approximately $5. This not 
only covers the cost of investigating 
the credit of the borrower and his two 
or more co-makers, but it also covers 
the cost of investigating the numerous 
applications for loans which are not 
granted, as this charge is only assessed 
when the loan is granted. 

Our rates are, of necessity, some- 
what higher than commercial bank 
rates for the reason that our busi- 
ness is a retail business, whereas that 
of the commercial bank is a wholesale 
business. Our average loan is ap- 
proximately $300, whereas the aver- 
age commercial bank loan is $10,000 
or more. 

Many financiers and economists 
who have studied the Morris Plan 
operation have been amazed at the 
low level of our charges and at the 
fact that we are able to show a satis- 
factory profit with such low charges. 
This has been made possible only by 
the fact that we have evolved a very 
skillful technique for handling all of 
the multiplicity of details connected 
with this business in a very expediti- 
ous and economical way. 

So much for our loans. Distinct 
from the lending function of the Mor- 
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ris Plan is its function and its facili- 
ties for systematic saving. In the 
majority of Morris Plan banks, all 
customers who systematically invest 
their funds in the Morris Plan Bank 
earn on these savings on an average 
of five per cent per annum. They 
have the right to withdraw these 
funds and receive interest up to date 
of withdrawal on thirty days’ notice, 
and while the company reserves the 
right to limit the number of with- 
drawals in any month to parallel the 
net receipts of the preceding month, 
this is an emergency measure for the 
protection both of the public and the 
bank and in the twenty years opera- 
tion of Morris Plan has never been 
invoked. 

However, by reason of these provi- 
sions guarding the public safety with 
regard to Morris Plan savings, the 
Morris Plan bank is the only bank of 
which we have ever heard that is ab- 
solutely run-proof. 

The Morris Plan has often been 
described with cryptic accuracy as sim- 
ply a savings and lending bank which 
saves the money of the people and 
lends the money back to them at eco- 
nomical rates of interest on terms 
consistent with their earning power, 
with only character and the earning 
power of the borrower and two of 
his friends as security. Attention is 
called to the fact that in the modern 
development of finance in America no 
other institution, other than those imi- 
tating the Morris Plan, has ever of- 
fered combined savings and lending 
facilities to these same classes of cus- 
tomers, as was Griginally designed 
and undertaken by the Morris Plan 
system of industrial banking. 
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The net profits of our Morris Plan 
Banks range from 1 to 2 per cent on 
the face amount of their loans; this 
variation being due to differences in 
volume and differences in operating 
costs such as the cost of money, rent- 
als and other items which vary as be- 
tween localities. 

The outstanding achievement of 
the Morris Plan from the sociological 
viewpoint, is that it has demonstrated 
the economic validity of consumer 
credit; i. ¢., credit extended to the in- 
dividual to permit him to satisfy his 
needs and wants. In other words, it 
has proved to be good not only for 
the individual himself, but also for 
mass producers. 

The Morris Plan was the pioneer 
in America in the development of con- 
sumer credit. Consumer credit, as 
now practiced by millions of Ameri- 
can wage-earners, has demonstrated 
and taught American industry what 
is meant by mass consumption. Mass 
consumption, that is, the consuming 
power of present and potential Mor- 
ris Plan customers, has made it pos- 
sible for large industrial enterprises 
in America to develop mass produc- 
tion, which, when properly stabilized 
and systematized, carries incalculable 
advantages and benefits to the wage- 
earner. Better living, higher wages, 
a contented people—altogether are 
largely indebted to stabilized mass 
production. It therefore follows as 
the night follows the day that we can 
not continue mass production without 
consumer credit. 

We all know that machinery ampli- 
fies a man’s powers and that the prog- 
ress of America is due largely to the 
fact that the universal use of ma- 
chinery in this country has resulted 
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in a per capital production several 
times greater than that of any other 
nation in the world. A man’s power 
may similarly be amplified by the 
proper use of his credit capacity, and 
the Morris Plan has made it possible 
for the man who is worthy of credit, 
to borrow a part of the social capital 
to advance his undertakings. 

The man or woman who, for the 
first time, discovers that his reputa- 
tion as being a reliable worker has a 
credit value, obtains a new realiza- 
tion of his worth. His self-confidence 
grows and his ambition is stimulated. 

Every notable advance in civiliza- 
tion by one of the nations of the world 
has followed some event in its na- 
tional history which has stimulated the 
self-confidence of its citizens. 

To borrow an example from the 
ancient world, the Athenians were in- 
spired to achieve their famed civiliza- 
tion after their defeat of the great 
Persian king of kings. This discov- 
ery of their own capacity by triumph- 
ing over the greatest nation of the 
world so stimulated the self-confi- 
dence of these obscure outlanders that 
they made Athens the center of the 
world’s civilization. 

That civilization, however, was far 
below the level of the present-day 
civilization for the very simple reason 
that four-fifths of the population were 
slaves, and it was impossible for the 
spirit of the slave population to soar 
beyond the barriers which the ruling 
class had established for it. 

In the happier age in which we live, 
and from which has been banished 
every form of status which sets legal 
barriers to the rise of the individual. 
there are no limits to his development. 
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The Morris Plan is one of the 
devices of our modern civilization, 
which enlarges the individual’s belief 
in himself and trains him and dis- 
ciplines him so that that belief is jus- 
tified; and the true gratification which 
I derive from the success of the Mor- 
ris Plan and its extension throughout 
the United States is the fact that it 
has contributed directly and positively 
to the advancement of thousands upon 
thousands of men and women who are 
today larger factors in the life of their 
communities, and who possess more 
of the good things of life and a larger 
share of happiness than would have 
been possible without the help of this 
institution. 

In any event, at the time this is 
written in the spring of 1932, this is 
the greatest opportunity in the history 
of modern civilization for the Morris 
Plan Banks to recognize their obliga- 
tion to the honest wage-earners of 
character and steady earning power 
who have made possible the great 
success of the Morris Plan of Indus- 
trial Banking. This great mass of 
American wage-earners have been 
misled by productive and financial 
leaders, and the Morris Plan could 
not do a better service than to take 
them by the hand and teach them not 
alone the value of thrift, but the value 
of stabilized credit. It has been said 
that he who has been taught to live 
upon little owes more to his father’s 
wisdom than he who has inherited 
much owes to his father’s care. This 
sort of frugal philosophy comprehen- 
sively constitutes a Morris Plan pol- 
icy of service to the great American 
wage-earner. 
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PPROXIMATELY one-third 
of all the banks in existence in 
this country in 1921 have now 

closed their doors because of financial 
difficulties. It is widely believed that 
only since the beginning of the present 
depression have bank failures ap- 
peared in large numbers. But a survey 
of the banking history of the last ten 
years leads to an opposite conclusion, 
for from 1921 to 1929 over 5,000 
banks were forced to suspend opera- 
tions. Even in 1926, generally re- 
garded as one of the most prosperous 
years since the War, nearly 1,000 
banks met disaster. Failures have, 
however, increased greatly during 
1930 and 1931. During the last three 
years over 4,000 banks have sus- 
pended, tying up approximately two 
and one-half billion dollars in deposits. 
The movement is still continuing. By 
the time this article appears the total 
number of bank failures since 1920 
will probably have reached the appall- 
ing total of ten thousand. The last 
decade constitutes one of the darkest 
chapters in American banking history. 
We need not enlarge upon the ensuing 
havoc, suffering and distress. It is too 
obvious. Certainly, there is some- 
thing drastically wrong with the 
American banking system. Let us see 
if we can discover what the trouble is. 

I. The disheartening record just 
portrayed is one of the prices we must 
pay for having permitted the organi- 
zation of a large number of small, unit 


or independent banks. Failures have 
been most numerous among small 
banks, in towns of only a few thousand 
inhabitants. It has been far too easy 
to open a new bank in this country. In 
many states the state banking superin- 
tendent or commissioner has no power 
to refuse to grant a charter if the 
group applying has complied with the 
provisions of the state law. Fre- 
quently, a group of business men or 
farmers, becoming indignant because 
loans were refused by one bank, or- 
ganized another “ to get even,” and to 
have a bank from which they could 
borrow. 

In addition many states permit 
banks to be organized with the ridic- 
ulously small capital of $5,000, $10,- 
000 or $15,000. As a result many 
areas became overbanked. The great 
majority of failures have been among 
banks with capital of less than $50,- 
ooo. There was not profit enough in 
the business to support all of them if 
they followed conservative methods. 
Consequently, many were forced to 
make loans and investments of a du- 
bious nature in order to secure suffi- 
cient earnings. They also paid exces- 
sively high interest rates to attract 
deposits. During prosperous times 
they experienced little difficulty, but at 
the least sign of trouble they found 
themselves unable to call in their loans 
and liquidate their investments rapidly 
enough to meet the sudden demand of 
frightened depositors. 
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As a remedy it is suggested that no 
state should permit a bank to be or- 
ganized with less than $25,000 capi- 
tal; probably $50,000 would be better. 
Furthermore, it should be made diffi- 
cult to open a bank in a community 
which already has adequate banking 
facilities. Power should be given to 
the state banking superintendent or to 
a banking commission to refuse to 
grant a charter. 

II. A very common explanation of 
the reason for bank failures is misman- 
agement. There is no adequate defi- 
nition of mismanagement, but the gen- 
eral meaning is that loans and invest- 
ments made by the bank turn out 
badly. Therefore, the bank is unable 
to pay its depositors. While bankers 
have much to answer for in this re- 
spect, the fault is not entirely theirs. 
We have permitted men with little or 
no experience and ability to organize 
and operate banks. There is, in gen- 
eral, no requirement in banking laws 
that bank officers must prove that they 
are competent before being allowed to 
lend or invest the money of their de- 
positors. Most states require law- 
yers, doctors and accountants to pass 
severe tests, but anyone can become a 
banker. The writer knows of several 
individuals who have been made bank 
oficers merely because they had 
enough money to buy a large amount 
of stock in the bank. 

When it is suggested that some type 
of test for bankers could be developed 
under state and national supervision, 
bankers frequently reply that the only 
way to develop bankers is through ex- 
perience. ‘They claim that no ade- 
quate test could be devised. But does 
not the history of the past ten years 
prove that our present method of de- 
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veloping bankers has failed? Why, 
then, should we not make an effort 
to limit the entry of individuals into 
banking, as we do with law, medicine 
and accounting? Certainly we should 
require bankers to have some knowl- 
edge of what is or is not a sound loan 
or investment, of how to run a bank 
efficiently and of modern credit meth- 
ods, before permitting them to ex- 
periment. 

Not only have we allowed individ- 
uals to become bankers with inade- 
quate knowledge of what constitutes 
sound banking practices; but we have 
been very lax in compelling bank di- 
rectors to pay sufficient attention to 
the affairs of their bank. Many di- 
rectors are in business for themselves 
and give little time to the bank, except 
when they wish to borrow from it. It 
would be wise to restrict very greatly 
the right of a bank director to borrow 
from his bank. An additional step 
which might be advisable would be to 
require a director to bear a heavier 
financial responsibility in case of fail- 
ure than the ordinary stockholder. 
This may seem to be a drastic measure, 
but are not drastic measures neces- 
sary? The Comptroller of the Cur- 
rency pointed out several years ago 
that many bank failures could have 
been avoided had directors kept the 
activities of the lending officers under 
closer scrutiny. 

It must not be assumed that all 
bank directors are negligent or anx- 
ious to avoid financial responsibility. 
There have been numerous cases in 
recent years where directors have 
turned over their entire personal for- 
tunes, far more than they were re- 
quired to do under the double-liability 
rule, in order to protect the deposi- 
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tors. The number of these self-sacri- 
ficing souls is larger than we sometimes 
realize. But much of the difficulty 
could have been avoided had they pre- 
viously been more watchful. 

Even where many directors and 
officers have been reasonably efficient 
and observant, failure has resulted 
from factors beyond their control, for 
example, a sudden panic among their 
depositors. Many banks have gone 
down during the past few years for 
just this reason. Few banks, no mat- 
ter how well managed, can withstand 
a concerted “run” by depositors. 
Many loans do not mature soon 
enough, and most investments can not 
be liquidated with sufficient rapidity to 
meet the immediate demands of the 
depositors. 

Another example of a case where 
officers and directors can not be un- 
duly blamed can be found in areas 
which have suffered from the long ag- 
ricultural depression of the last dec- 
ade. Only in two or three years of 
that period has agriculture in the Mid- 
dle West and South been even fairly 
prosperous. For a generation bank- 
ers and investors had regarded a first 
mortgage on a good farm as a first- 
class investment. Many banks had, 
of course, placed too large a propor- 
tion of their assets in farm mortgages 
and made questionable loans to farm- 
ers. There had not been sufficient at- 
tention paid to the need for proper 
diversification of risks. Too many 
loans were not of a liquid type, and 
were made for too long a period. But 
others, as well, were caught in the tidal 
wave of depression that swept over 
farming communities as prices of farm 
products declined, ruining the value of 
real estate and mortgages as collat- 
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eral. Some authorities assert that the 
well-managed banks have survived. 
The test of good management, they 
say, is continued existence. It seems, 
however, that to accuse all bankers in 
this area of mismanagement in the 
face of such a cataclysm is a judgment 
that is unreasonably harsh. This does 
not mean that there was not a very 
large amount of bad banking and mis- 
management. There was enough to 
cause a large part of the difficulty, but 
it is not a complete answer. 

III. Dishonesty, of course, has al- 
ways been an important cause of bank 
failures. Sometimes it is hard to 
draw the line between dishonesty and 
atrociously bad management. Prob- 
ably, something can be done to di- 
minish the frequency of this all-too- 
frequent reason for failure by the ex- 
ercise of more responsibility by di- 
rectors and by more careful examina- 
tions and government supervision. 

IV. Inadequate examinations and 
lax supervision by banking authorities 
must also be mentioned. This cause 
of trouble is not easy to eradicate for 
a number of reasons; one of them is 
that a crooked or incompetent banker 
can land the bank in serious difficulty 
between the visits of examiners. Espe- 
cially is this true where, as in some 
states, examiners are unable to visit 
the bank more than once a year. Many 
examining staffs are undermanned 
simply because sufficient funds are not 
available to secure more examiners. 
Again, it is difficult to secure compe- 
tent or experienced persons for this 
task, because of the comparatively low 
salaries usually paid for this highly im- 
portant work. A man who, through 
his knowledge of bank operations, be- 
comes known as a good examiner is 
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frequently offered a better position 
with a bank. In fact, the writer has 
known a number of able young bank 
examiners who admitted they were 
using the position as a means of bring- 
ing their abilities to the attention of 
an important bank official in the hopes 
of securing a better-paying position. 
Banking superintendents are con- 
stantly bewailing the loss of some of 
their most valuable examiners to a 
bank. 

If adequate salaries could be paid, 
so as to obtain and retain the neces- 
sary talent, and if funds were available 
to make more frequent examinations 
possible, much could be done to pre- 
vent mismanagement. What we have 
said does not constitute an indictment 
of bank examiners. Most of them are 
doing the best they can. But it must 
be obvious that many of them have 
neither the knowledge, training, nor 
experience necessary if they are to 
detect dishonesty or mismanagement 
before it has gone so far that the bank 
becomes insolvent. 

Bank examiners and those to whom 
they are directly responsible have 
been subjected to severe criticism in 
recent years. If they allow a bank 
which is in difficulty to remain open, in 
the hope that it will come through 
safely and the bank ultimately has to 
be closed, they are accused and even 
indicted for negligence or careless- 
ness. If they close a bank which is in 
slight difficulty they are accused of 
wilfully causing a loss to the depositors 
on the ground that the bank might 
have survived. 

Now, someone has to decide when 
a bank should be closed. It is a great 
responsibility, especially in times like 
these, when bonds and securities held 
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by banks have depreciated rapidly in 
value. A recovery in business pros- 
pects would rescue many banks, for 
the value of their investments would 
rise. Forced sale of investments of 
closed banks to pay off depositors has 
driven down the value of the invest- 
ments of banks still open, and they are 
finally closed also. It would seem that 
measures might be taken to make such 
a rapid liquidation of bank invest- 
ments of closed banks in the future 
less disastrous to other banks. The 
Reconstruction Finance Corporation 
Act contains a provision for taking 
over assets of and advancing funds to 
depositors of closed banks. Would 
not such a plan be desirable as a per- 
manent part of our banking structure ? 
It is too late to repair much of the 
damage already done, but certainly we 
should not permit the present experi- 
ence to be repeated. 

One type of supervision and exami- 
nation which has proved admirable in 
some localities in the past has been 
that carried out by the local clearing- 
house association. The members of 
the clearing-house association (the as- 
sociation through which local banks 
clear checks drawn upon one another) 
are closely in touch with the local situ- 
ation. Also, they know rather inti- 
mately the methods used by the in- 
dividual banks. In many cities they 
furnish funds for local supervision and 
employ examiners. Clearing-house ex- 
aminations have generally been thor- 
ough, and many practices have been 
stopped before going too far. There 
have been cases where the association 
has been caught napping. In one case 
in the writer’s knowledge, the associa- 
tion in a large Middle Western city 
had announced that all members were 
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in an exceptionally strong position. 
Shortly afterwards one of the largest 
banks failed, and the failure was a 
rather bad one. Thereafter in that 
city, depositors had little confidence in 
the reports of the clearing-house as- 
sociation. 

Another accusation brought against 
such associations is that they are domi- 
nated by large banks who are rather 
prone to recommend the closing of 
smaller members but hesitate to take 
similar action with regard to a large 
one. Certain instances may be brought 
forward to substantiate this conten- 
tion, but such cases are probably ex- 
ceptional. On the whole, clearing- 
house associations have a creditable 
record in this respect, and further ex- 
tension of local examinations by such 
means is advisable. In parts of the 
Middle West there has for some time 
been a movement for the organization 
of county associations for purposes of 
mutual supervision and examination. 
This, also, would seem to be an experi- 
ment well worth while. It is, of 
course, not a panacea, and there are 
difficulties in the way, but it has much 
to commend it. 

V. Another weakness which has 
been evident for some time is the 
growth in deposits in proportion to 
the capital, surplus and undivided 
profits of the bank. The capital stock 
represents the contribution of the 
stockholders. In the national bank- 
ing system and under most state laws, 
the stockholders must stand ready to 
contribute an additional sum equal to 
the stock they own in case of failure. 
This is called double liability of stock- 
holders. The surplus is also an evi- 
dence of the stockholder’s ownership 
interest. It is usually made up of past 





AMERICAN FEDERATIONIST 


earnings which have not been distrib- 
uted to the stockholders. Another 
capital item is undivided profits from 
which current dividends are paid. 
Much of the excess over current divi- 
dends is usually transferred to surplus. 

A long-standing rule of thumb has 
been that a bank’s deposits should not 
exceed ten times the combined amount 
of capital, surplus and undivided 
profits. The argument used to sup- 
port this rule is that a small decline 
in the value of the bank’s investments 
can be met by drawing on surplus and 
undivided profits, and possibly capital. 
Loss to depositors will therefore be 
avoided. 

But a study of individual bank state- 
ments reveals that many banks have 
exceeded this ratio. Some will be 
found whose deposits are from twelve 
to fifteen times capital, surplus and 
undivided profits. Usually, the larger 
and stronger banks have deposits 
equal to only five or six times the items 
mentioned. These banks, therefore, 
can undergo considerable loss without 
affecting depositors. The larger the 
ratio becomes, however, the greater is 
the likelihood that depositors will be 
required to suffer losses if the loans 
and investments of the bank decline in 
value. It is in the region where bank 
failures have been most numerous, the 
Middle West and South, that this 
ratio has been the largest. Double li- 
ability of stockholders has not been 
sufficient protection, under these con- 
ditions. It has, moreover, been diffi- 
cult to secure additional contributions 
of the required amount from stock- 
holders. Many of them have not had 
sufficient property, others have been 
able to evade the payment through 
clever tactics. 














WEAKNESSES IN AMERICAN BANK REGULATION 


It is highly necessary to take steps 
adequately to enforce the double- 
liability requirement. There has been 
too much evasion of this provision of 
the law. It would be advisable to in- 
crease the contribution required of 
stockholders in case of failure. Why 
limit their additional contribution to 
the value of the stock held? Why not 
make it twice the amount of stock 
held, triple liability in fact? 

Finally, banks should be required to 
maintain a ratio of deposits to capital, 
surplus and undivided profits of not 
more than six or seven to one. Sucha 
step is highly desirable to help in pre- 
venting a recurrence of the present 
difficulties. 

VI. We have, so far, said nothing 
regarding the Federal Reserve Sys- 
tem. The question is frequently asked 
why the Federal Reserve System has 
not done more to prevent bank fail- 
ures among its members. It is a sad 
commentary on the arguments that 
this system would decrease bank fail- 
ures to note that over 1,700 members 
of the Federal Reserve System have 
been compelled to close. About 1,300 
of these have been national banks. 
Does not this show that the system 
has been inefficiently administered? 
It would seem so, but the real reason 
lies deeper. 

An important explanation of the in- 
ability of the Federal Reserve System 
to prevent bank failures among its 
members is found in the character of 
our banking system. National banks 
are chartered by the National Gov- 
ernment and must belong to the Fed- 
eral Reserve System. About 900 state 
banks are also members, and they are 
given certain privileges denied to na- 
tional bank members. But the diffi- 
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culty is that each state also has its own 
banking system. As a result any at- 
tempt to raise standards in the na- 
tional banking system leads many 
national banks to give up their char- 
ters and become state banks under 
state charters. State laws and super- 
vision are generally more lax than 
national banking laws and administra- 
tion. Two-thirds of all the banks in 
the country do not belong to the Fed- 
eral Reserve System. 

One of the most important steps to 
be taken is to prevent this destructive 
competition between national and 
state banking systems. Banking laws 
must be standardized and the banking 
system unified. The majority of the 
states will not take the necessary 
steps. Therefore, we should provide, 
by appropriate legislation, that all 
banks must either take out national 
charters or become members of the 
Federal Reserve System. The na- 
tional and member banks have a 
much better record as to failure than 
nonmembers. If all banks had to 
comply with uniform requirements, 
failures could be greatly lessened. 


Conclusion 


It has been impossible in one article 
to refer to all the weaknesses in the 
American banking system. We have 
been compelled to pass over the im- 
portant problems connected with 
chain, group and branch banking. 
Chain banking, i. e., common owner- 
ship of banks by individuals, must be 
restricted. Group banking, i. e., own- 
ership of individual banks by a hold- 
ing corporation, must be more effec- 
tively controlled. A limited form of 
branch banking, of which we have 
many examples now functioning in this 
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country, may be desirable. But the 
writer is decidedly not enthusiastic 
over branch banking as a panacea. He 
believes that we can develop a system 
of sound, independent, unit banks if 
we are willing to take the proper 
measures. 

Another necessary step is to compel 
both national and state banks to sepa- 
rate the assets behind demand and 
savings deposits in commercial banks. 
If commercial banks are to continue 
to receive savings, time, or thrift 
accounts they must be required to seg- 
regate the assets behind such accounts 
so that the savings depositors are 
not left holding the bag when the 
bank pays the demand depositors, 
“freezes” the savings or time deposits 
for thirty or sixty days, and eventually 
closes. 

In addition we must strictly regu- 
late the formation of affiliates such 
as investment houses, investment 
trusts et cetera, owned by a bank. 
This has been responsible for many 


undesirable banking practices, such as 
questionable loans to these affiliates. 
Many bankers will, of course, ob- 
ject vehemently to the recommenda- 
tions contained in this article. But it 
is time for the American people to 
take drastic steps to protect the inter- 
ests of depositors. There has been 
too much suffering and grief to permit 
present conditions to continue. Bank- 
ing can not be regarded merely as a 
private profit-making institution. It 
comes close to being a public utility, 
and, therefore, must be brought un- 
der stricter public control. We can 
not hope for much in the way of re- 
form from the bankers themselves. 
This is not because bankers do not 
care whether their banks fail; they 
assuredly hope that they will not. But 
the difficulty is that they are reluctant 
to advocate the steps necessary to 
lessen failures. Ten thousand bank 
failures in the last twelve years is the 
answer to those who advocate a 
“hands-off” or “do nothing”’ policy. 


THE STRAIN 


As branches droop and break beneath the weight 

Of ice and snow when sun-thaw comes too late, 

So I am bending. Hopefully I try 

To raise my head. Somewhere in the sky 

There must be left a little rift of blue 

Where waves of warmth and light will filter through. 
Lord, just one hour of sun along my road! 

I must not break beneath my overload! 


Grace REINI 

















LACK OF UNIFORMITY A WEAKNESS 
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Are Banks Necessary? 


EOPLE sometimes wonder 
about the part that banks play 
in economic life. Are they para- 

sites, or do they render real service? 
The answer is that they are vitally im- 
portant parts of our machinery of pro- 
duction. Our economic system is based 
on a far-reaching and minute division 
of labor. Production is on a large 
scale and goods are marketed over 
wide areas. The different sections of 
the country have become increasingly 
dependent on each other. The “‘busi- 
ness” that arises in this way is con- 
ducted in terms of money, hence, facili- 
ties have to be provided for handling 
the huge volume of money payments 
that are daily made in connection with 
it. Furthermore, large accumulations 
of capital in plant and machinery, in 
raw materials and in stocks of goods 
are equally essential. It is upon the 
banking system of the country that we 
mainly depend for effecting business 
payments, and it is upon the banks also 
that we primarily lay the responsibility 
for gathering together capital in the 
shape of available money funds and 
of apportioning such capital to pro- 
ductive use through discounts, loans 
and investments. 


Uniformly High Standards and Coor- 
dination Essential 


Anything like an efficient scheme of 
banking payments and a safe and re- 


liable procedure for gathering to- 
gether and for apportioning capital to 
use requires, however, that our indi- 
vidual banks be organized and ope- 
rated according to the highest stand- 
ards of safety and efficiency, and, 
further, that they be so coordinated 
into a working whole that the banking 
system in its entirety can render maxi- 
mum service without friction to all the 
other lines of business. 


Lack of Uniformity and Coordination 


Unfortunately, American banking 
did not develop according to uniform 
standards, or, as a system, with closely 
coordinated units. This has mainly 
been due to our peculiar political sys- 
tem as well as to certain parochial pre- 
judices which our people have always 
nourished. 

Under our constitutional system the 
states as well as the Federal Govern- 
ment exercise control over banking. 
The Constitution gives Congress con- 
trol of the money system and over in- 
terstate commerce, but the courts have 
held that banking is not a part of the 
money system and also that it is not 
commerce. Consequently Congress 
can not claim exclusive jurisdiction 
over banking. 

The right of the states to charter 
banks is thus unquestioned. Indeed, 
in the beginning the real question was 
whether Congress itself had any such 
right. Jefferson and his followers be- 
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lieved not, and they opposed Hamil- 
ton’s proposal to establish the first 
Bank of the United States. However, 
the bank was established, and its char- 
ter was upheld by the Supreme Court. 
Since that time no further attempt has 
been made seriously to question the 
power of Congress in this field. Bank- 
ing in the United States thus finds itself 
under a dualistic system of Federal 
and of state control. Indeed, due to 
great differences among the states 
themselves, it is not far from the truth 
to say that, in reality, we have in the 
United States forty-nine different 
banking systems—the national system 
and a separate one for each of the 
forty-eight states. 

It was, of course, inevitable that, 
under such a development, fundamen- 
tal requirements for the establishment 
of banks would differ, standards would 
vary and supervision and examination 
would lack uniformity. The conse- 
quences to the community at large 
were bound to be unfortunate. 


Unfortunate Consequences 


From the outset a spirit of hostile 
competition was generated between 
Federal and state institutions. Each 
state tried jealously to preserve a 
monopoly of banking for institutions 
chartered under its own laws, but Fed- 
erally chartered banks could not be ex- 
cluded. Inevitably, therefore, the 
state banks looked with fear and re- 
sentment on what they regarded as an 
invasion of their territory by Federal 
institutions. It was largely the opposi- 
tion of the state banks that prevented 
the rechartering of both the first and 
the second Bank of the United States. 
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The state banks also fought as best 
they could the establishment of the na- 
tional banking system in 1863. The 
feeling of rivalry between the two 
classes of institutions has survived to 
this day, and it is brought frequently 
to the attention of the public in connec- 
tion with changes in banking laws. 
Thus, instead of increasing elevation 
and standardization of banking re- 
quirements, there has been frequently 
a competitive lowering of standards; 
instead of unity and cooperation there 
has been bickering and disharmony. 


Before the Civil War 


Previous to the Civil War the trou- 
ble showed itself mostly in connection 
with the issue of bank notes. In these 
early days the issue of notes intended 
to circulate as money made up the bulk 
of the practical banking business. 
People who borrowed from banks 
took the proceeds in the form of the 
banks’ own notes. They then used the 
notes to buy goods or to pay debts. 
Of course, banks also received depos- 
its of funds, but the deposits were al- 
most altogether “savings deposits,” 
which were not drawn upon by means 
of checks to make ordinary payments. 
Bank notes rather than checks consti- 
tuted the principal medium of payment 
in the field of business as well as among 
the masses of the people. Lack of uni- 
formity in standards and in super- 
vision of the banks which issued the 
notes, however, led to differences in 
the acceptability of the bank-note cur- 
rency. It was impossible to keep the 
notes near home, but the farther away 
they got the greater was the discount 
in value that they suffered. Further- 




















more, fraud in connection with their 
issue was not uncommon. Again, a 
bank might fail and yet its notes wouid 
remain in circulation for several years 
thereafter. The currency as a whole 
was thus a hodgepodge made up of 
the notes of hundreds of different 
banks. This brought confusion into 
business and often inflicted cruel 
wrong on the poor and the ignorant. 
Order was brought out of this chaos 
by the establishment of the National 
Banking System. Under that system 
the issue of notes was safeguarded. 
The rag-tag state-bank issues were 
eliminated by the simple expedient of 
taxing them 10 percent. It was only 
the absence from Congress of repre- 
sentatives from the Southern States 
and the nationalistic feeling of the 
people of the North during the Civil 
War that made such a tax politically 
possible. It is the glory of the Na- 
tional Banking System, however, that 
the notes of national banks have en- 
joyed unquestioned acceptability and 
that no holder of a national bank note 
has ever lost a penny because of the 
failure of the bank which issued it. 


Post-Civil War Developments 


After the Civil War the scenery on 
the economic stage was rapidly shifted 
and strains in the banking mechanism 
developed in altogether new direc- 
tions. Not until the war was over and 
the Union victory inspired new hope 
did modern industrialism really begin 
to spread its roots in the United 
States. The factory system grew 
apace; the scale of operations became 
steadily larger; the building of rail- 
roads made possible constantly wider 
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marketing; local self-sufficiency was 
replaced by regional interdependence. 
There was a great increase in trade. 
So far as economic life was concerned 
state boundaries retained very little 
significance. Inthe banking field there 
was an extraordinary growth of the 
check and deposit system. Because 
checks could be used so much more 
efficiently than bank notes in large- 
scale business, more and more business 
men found it necessary to maintain 
bank accounts. Moreover, there were 
constantly increasing demands for 
capital and this permitted the banks 
greatly to expand their loan and dis- 
count business. In short banking came 
to play a part in American business 
life that it had never played before. 


Fundamental Banking Requirements 


To play this rdle well, however, cer- 
tain things were essential. First, it 
was necessary for banking to develop 
such high standards of organization 
and procedure that the confidence of 
the depositor would become unshake- 
able. This meant adequate banking 
capital, sufficient cash reserves and 
such a handling of loan, discount and 
investment operations that the ques- 
tion of “frozen” or illiquid assets 
would never arise. Next it was equally 
important that the individual banking 
units be so coordinated in their opera- 
tions that the mechanism as a whole 
could assure the business world of 
prompt and inexpensive handling of 
checks, of adequate mobility and flexi- 
bility of credit at home, and, as well, 
of reasonable safeguarding of the 
country’s credit position in the inter- 
national market. In other words, busi- 
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ness men had a right to expect that 
their money in banks would be safe, 
that they would not have to pay heavy 
exchange charges on out-of-town 
checks, that they would be able to bor- 
row at reasonable rates close to the 
rates paid by possible competitors in 
other communities and that, whether 
as individuals they did any foreign 
trade or not, the dealings of American 
banks with foreign banks would be 
conducted in such a way as to help and 
not to hinder American business, and 
to preserve rather than to undermine 
the stability of our own credit system. 


Divided Control Has Bad Results 


Such adaptation of American bank- 
ing development to the needs of our 
business system has not, however, been 
secured. Our adherence to divided 
control over banking is mainly respon- 
sible for this fact. 

In the first place, we have been un- 
able to secure uniformly high stand- 
ards in all those matters referred to 
above that relate to the maintenance 
of confidence of the public in the secur- 
ity and liquidity of the individual bank- 
ing institutions. The national banks 
have all had to live up to relatively 
high standards, and they have been 
subject to uniform examination and 
supervision by the Federal Govern- 
ment. The situation is far different, 
however, for the state banks. Here 


great variation is found from state to 
state in such important matters as 
capital and surplus, amount and com- 
position of reserves, amount and char- 
acter of loans, nature of investments, 
the character and frequency of exam- 
ination and of published reports. 
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Those state banks which join the Fed- 
eral Reserve System must, of course, 
live up to the standards imposed by the 
Federal Reserve Act and by the regu- 
lations of the Reserve Board on all 
member banks, but, unfortunately, 
more than 12,000 state banks and 
trust companies have not joined the 
Reserve System and they are not, 
therefore, subject to its regulations. 

This overwhelming majority of the 
state institutions standing aloof from 
the Reserve System is responsible for 
the fact that our individual banks are 
not adequately coordinated into a 
working whole. Through persuasion 
and pressure the reserve banks have 
been able to get all but about 3,000 
of the state banks to join what is 
known as the par check collection 
scheme—a scheme which has been a 
boon to American business. In some 
states, however, instigated by local 
banking interests concerned only about 
their exchange profits, the legislatures 
have enacted laws which virtually 
block the development of the par 
check-collection scheme among the 
state-chartered, nonmember institu- 
tions. Checks drawn on these banks 
have to be collected in the old expen- 
sive way. The other aspects of coor- 
dinated activity have to do with the 
broad questions of reserve mobiliza- ° 
tion, rediscounting, flexibility of credit, 
etcetera. If mobilizing bank reserves 
is a good thing it stands to reason that 
if two-thirds of the banks of the coun- 
try, even though altogether they con- 
trol only one-third of the nation’s 
banking resources, refuse to join the 
system whose purpose is to bring them 
together, then the benefits of mobiliza- 
tion are only partially achieved. 














Bank Failures 


What all this has meant to Amer- 
ican banking is shown by the experi- 
ence of the last few years in connection 
with bank failures. So great has been 
the number of failures that it amounts 
to nothing short of a scandal. Yet 
right across the border in Canada 
where general economic conditions 
have been no better than with us, but 
where they have a much more sensible 
banking system than we have, not a 
single bank has failed during the last 
few years. Glance at the record! 
During the past eleven years in the 
United States 9,285 banks failed. 
The failed banks held in the aggregate 
$4,277,898,000 dollars of deposits. 
Of course, only a part of this money 
was lost by the depositors in the long 
run, but for all of them it meant incon- 
venience and embarrassment, and, in 
not a few cases, positive suffering. In 
some communities where all the banks 
in town failed, business men and 
consumers found themselves terribly 
inconvenienced, apart from losses, be- 
cause the ordinary machinery of pay- 
ments was suddenly stopped. 

In this sorry record of failures the 
advantage of higher standards and 
more careful supervision is shown by 
the fact that national banks, and state- 
banks members of the Federal Re- 
serve System, fared less badly than 
did nonmember state banks. Out of 
the 9,285 failures during the past 
eleven years 1,333 were national banks 
and 7,952 were state banks. Of the 
state banks which failed only 365 were 
members of the Federal Reserve Sys- 
tem. The figures relating to their 
deposits are even more impressive. 
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For all the banks the total was 
$4,277,898,000. To this total the 
national banks contributed $968,241,- 
000; member state-banks $639,957,- 
000 and nonmember state-banks $2,- 
669,700,000. 

Of course, it is not contended here 
that the only cause of bank failures 
has been the lack of uniformity in 
regulation and supervision. We have 
paid heavily without doubt for our 
narrow prejudice against branch bank- 
ing. The very difficulties of the system 
of scattered, unit banks have, how- 
ever, been intensified by the division 
of authority over and the diversity of 
standards observed in American bank- 
ing practice. 

Our recent shameful experience 
with our banks pretty well clinches the 
argument that the time has come more 
closely to unify the elements of our 
banking system in the interest of ade- 
quate safety for the depositor and of 
more efficient and more economical 
operation of banking as a part of 
organized economic life. Naturally 
opinions differ as to how this might 
best be done. Some students are will- 
ing to go so far as to advocate a con- 
stitutional amendment putting the 
whole subject of banking under the 
control of the national Government. 
Against this proposal, however, inter- 
ested bankers as well as politicians 
and so-called “home-rule” advocates 
would protest. It is hardly to be con- 
sidered a practicable suggestion. A 
more reasonable proposal is that, by 
whatever effective legal steps are nec- 
essary all banks should be forced to 
become members of the Federal Re- 
serve System. It will not be necessary 
here to consider what legal steps are 
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available for this purpose. Suffice it 
to say that they are believed to be so 
available. If all banks were members 
of the Reserve System we could not 
only have complete mobilization of 
reserves with all that that implies in 
efficient handling of checks and flexi- 
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bility of credit to meet changing needs 
of business, but, through the regula- 
tions of the Reserve Board and exam- 
ination by the reserve banks, we could 
also secure something like uniformity 
in standards and safety for depositors. 


THE GREATER GOOD 


W. A. BouLpIN 


RGANIZED Labor can be said 
O to represent the summum 
bonum of human forces now 
operating for the advancement of 
mankind. Its aims and purposes are 
to benefit humanity, not a special 
class; to obtain for them better wages, 
fewer hours of labor, and sanitary 
working conditions. This accom- 
plished, all will be advantaged—more 
money for support of dependents, 
more for philanthropy and more 
money for conveniences of life. In 
lifting the masses to a higher plane 
of thought and action, attention must 
be given the workers, for on them de- 
pends the prosperity of all. The bet- 
ter they are fed, clothed, housed and 
schooled, the greater the civilization 
and happiness. It is the shibboleth 
of progress and development. And 
yet there are those who would profit 
by exploiting the workers, and seek 
to abrogate to labor the right to or- 
ganize for protection and benefit a 
right they wish to reserve to them- 
selves. 
Nature has placed her stamp of 
approval upon labor, for nothing of 


value can be produced without dili- 
gent exercise of brain and brawn—the 
more enlightened the effort the finer 
the product. And labor is in high 
esteem by all, excepting those who 
inherit wealth or accumulate it by 
subsidizing the masses. The dignity 
of labor consists, not alone in her 
pride of production or in her worth, 
but in brotherhood. 

Should millennium ever spread the 
wing of beneficence over this won- 
drous world of hope and strife, it 
will not come through exploiting la- 
bor, but through the benign influence 
of brotherhood represented by organ- 
ized labor—the stimulus of a new 
era. 

Labor is credited with wanting. 
Surely they want. And the more they 
get the greater the want; but their 
want is for the benefit of all, not for a 
few. To gain by coercion has no part 
in brotherhood. 

The civilization of this era is a 
product of organized labor, and 


wherever it lifts its head there is prog- 
ress and improved conditions From 
a small band of masons, artisans and 

















FIRST DAFFODIL 


engineers, back in the musty ages, has 
sprung a mighty band that is pressing 
hard upon injunction-granting judges 
and politicians whose souls have 
shrunk to minutiz. They wish to ex- 
pand and to grow to a greatness that 
means service and brotherhood, not 
to wealth, the most corrupting influ- 
ence on earth. Gabriel was seduced by 
the promise of power when he re- 
belled against the angels of God. The 
rebellion goes on. 

Christianity is the greatest ennobler 
and civilizer known; but religion has 
done little if anything to improve 
conditions of the masses, and that 
mite was contributed in the more re- 
cent years. St. Paul, writing to the 
Colossians, warns them to “obey 
their masters in all things. . . . 
and to be content with their wages.” 
Is there wonder that traffic in human 
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service existed for ages, and the her- 
culean effort was required to throttle 
this thraldom? The shame of the 
age is the spirit of antagonism to or- 
ganized labor. For what? For de- 
manding a just share in what they pro- 
duce, equality in life, liberty and the 
pursuit of happiness. 

Ancient religion and politics were 
suggested to the people by their rulers 
for the purpose of uniting and con- 
trolling them. The conception was a 
success, and the idea plus unjust taxes 
and tariffs has delayed millennium a 
million years. 

If there is gray matter left, floating 
around in the cranium sufficient for 
thought, use it to perfect local unions. 
Organization coupled with brother- 
hood is readily available to labor and 
is the one hope of future greatness and 
of progress. 


FIRST DAFFODIL 


I who have lain without a sound 

In my dark coffin underground, 
Now hear the stirring roots of trees, 
The brown earth rising to her knees. 


Unfettered now the springing sod— 
Up from the pulsing soil, the clod 
Reaches to that forgotten blue— 

A soaring flight that I share, too— 


For I who lay in narrow earth 
Now know the miracle of birth. 


EpirH LOMBARD SQuIRES. 





FTER years of study and con- 
certed effort the American 
Federation of Labor has at 

last been successful in securing the 
enactment of legislation which, it is 
felt, will cure the loopholes made in 
the Clayton Act by reason of the in- 
terpretations placed thereon by the 
Supreme Court in a long line of de- 
cisions. 

The work has been long and costly 
but it is hoped that the results will 
justify the expense and time involved. 
The bill passed the Senate and the 
House by an overwhelming majority, 
only five votes being cast against it in 
the Senate and but thirteen in the 
House. At the present writing, the 
bill is awaiting signature by the Presi- 
dent and it is confidently expected 
that he will sign it. 

It is expected that through this 
legislation there will be no more in- 
junctions issued or decisions made 
such as have been issued and rendered 
in the past by our Federal courts. 
Notably, there can be no more such 
decisions or decrees as were made in 
the Bedford Cut Stone case, which in 
its effect was characterized by Mr. 
Justice Brandeis as approximating 
involuntary servitude. No longer 
shall the Federal courts be the instru- 
mentality through which notorious 
“‘yellow-dog” contracts may be en- 
forced and the legitimate organizing 
activities of our unions be denied. 

A brief résumé of the legislation 
follows: 

Section 1 provides that no Federal 
court shall have power to issue any in- 
junction or temporary restraining 





LABOR’S ANTI-INJUNCTION BILL 


426 





order in a labor dispute except in 
strict conformity with the provisions 
of the act and that no such injunction 
shall be issued contrary to the public 
policy declared in the act. 

Section 2 contains the public policy 
of the United States in labor disputes. 
It provides in brief that the individual 
unorganized worker is commonly 
helpless to exercise actual liberty of 
contract and to protect his freedom 
of labor and that it is necessary that 
he have full freedom of association, 
self-organization and the designation 
of representatives of his own choosing 
in negotiating the terms and condi- 
tions of his employment, free from 
the coercion, interference or restraint 
of his employers or his agents. These 
declarations of public policy are taken 
from two Supreme Court decisions— 
the Tri-Cities case and the Texas and 
New Orleans case. In the first-men- 
tioned case, Mr. Chief Justice Taft 
stated that trade unions grew out of 
the necessity of the workers and that 
they were necessary to place the work- 
ers upon an equality with their em- 
ployers. The second statement is con- 
tained in the decision in the Texas 
and New Orleans case as announced 
by Mr. Chief Justice Hughes, wherein 
he upholds the doctrine that employ- 
ees have the right to designate repre- 
sentatives of their own choosing free 
from the restraint, coercion or inter- 
ference of their employers. 

Section 3 of the legislation outlaws 
the “yellow-dog” contract. It pro- 
vides that no such contract shall be 
enforceable in any Federal court and 
shall afford no basis for the granting 
of legal or equitable relief by such 
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courts. Through the enactment of 
this section, it is expected that fields, 
even entire states, heretofore denied 
the opportunity of organization, may 
have such opportunity without the 
power of the Federal courts allied on 
the side of the employers to oppose 
such organizing activities. 

Section 4 contains the restrictions 
upon the injunctive power of our 
courts and provides specifically that 
no injunction shall issue to restrain 
workers from ceasing or refusing to 
perform any work or to remain in any 
relation of employment. No court 
shall restrain a union from paying 
any strike benefits, such as has been 
done by several injunctions issued in 
the past. In the Schoonmaker in- 
junction issued in the Pittsburgh Ter- 
minal Coal Company case, the injunc- 
tion restrained the union from fur- 
nishing appeal bonds to the strikers 
who were disputing in the state courts 
the right of the coal operators to arbi- 
trarily dismiss them from their homes. 
Under this section, no such injunction 
can be issued hereafter. Publicity 
may be given to the existence of any 
labor dispute either by advertising, 
speaking or patroling or any method 
which does not involve fraud or vio- 
lence. The right of peaceful assem- 
blage is secured to the workers as is 
the right to notify or advise any per- 
son or to agree with any persons to 
do or not to do any of such acts. 

Under the provisions of Section 5, 
no court shall have the power to issue 
an injunction on the ground that any 
persons participating in a labor dis- 
pute constitute or are engaged in an 
unlawful combination or conspiracy 
because of the doing in concert of the 
acts enumerated in Section 4. 


Section 6 makes it impossible for 
any officer of a union or any organiza- 
tion to be held responsible for the un- 
lawful act of any individual commit- 
ted unless the officer or the union 
authorized the act, participated in it 
or ratified it after knowledge. By 
the provisions of this section, it will 
be impossible to hold the officers of 
any union or the union itself for the 
irresponsible acts of individuals com- 
mitted without their knowledge and 
usually in defiance of their orders, 
perhaps at a remote distance. 

By the provisions of the next sec- 
tion, no injunction can be issued ex- 
cept after the testimony of witnesses 
in open court with an opportunity for 
cross-examination and after certain 
findings of fact by the court. It will 
no longer be possible for one seeking 
an injunction to rush into court with a 
mass of affidavits hastily drawn up, 
often misunderstood by the persons 
supposed to have made them and as 
likely as not to be perjurious, to secure 
an injunction upon the basis of such 
affidavits. In addition to such cross- 
examination the court must find that 
unlawful acts have been threatened 
or committed and will be continued, 
and where an injunction is issued be- 
cause of any threat or unlawful act, 
the injunction is to be directed only to 
the person or persons making the 
threat or committing the unlawful act 
or those who have authorized or rati- 
fied such threats or act. The section 
also provides for a balancing of inter- 
ests so that the court must find as a 
fact, prior to the issuance of an in- 
junction, that greater injury will be 
inflicted upon the complainant by the 
denial of relief than will be inflicted 
upon the defendants by the granting 
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of relief. The court must also find 
as a fact that the public officers 
charged with the duty to protect the 
property are unable or unwilling to 
furnish such protection. By this sec- 
tion an attempt is made to restore the 
control of criminal acts where they 
properly belong, in the hands of the 
peace officers and in the law courts. 
For many years, a systematic effort 
has been made in labor disputes to 
transform our equity courts into 
criminal courts. The provisions of 
this section will tend to restore to the 
law courts their proper functions; 
that is, the punishment of criminal 
and unlawful acts. A provision is 
made, however, that where a tempo- 
rary restraining order shall be issued 
without notice, it shall be issued only 
upon testimony sufficient to justify the 
court in issuing a temporary injunction 
upon a hearing after notice and such 
an order shall be effective for no 
longer than five days. 

Section 8 restates two old prin- 
ciples of equity: That he who seeks 
equity must do equity and a person 
must come into equity with clean 
hands. This section provides that no 
injunction relief is to be granted to 
anyone who has failed to comply with 
any obligation imposed by law or who 
has failed to make every reasonable 
effort to settle the labor dispute in 
question either by negotiation or with 
the aid of any available governmental 
machinery. 

The next section provides that 
when an injunction is issued it shall 
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include only a prohibition of such spe- 
cific acts as have been complained of 
and as are expressly included in the 
findings of fact made by the court. 

Section 10 provides for a speedy 
appeal in such cases, giving the case 
precedence over all other matters ex- 
cept older matters of the same char- 
acter. 

Section 11 provides for a speedy 
and public trial by jury in contempt 
cases growing out of labor disputes 
where the contempt is not committed 
in the presence of the court or so near 
as to directly interfere with the ad- 
ministration of justice. Furthermore, 
this section does not apply to the mis- 
behavior, misconduct or disobedience 
of any officer of the court in respect 
to the writs, orders or process of the 
court. 

Section 12 provides that any de- 
fendant in the contempt case may file 
a demand for the retirement of the 
judge sitting in the case if the case 
arises from an attack made upon the 
character of the judge and if the con- 
tempt occurred elsewhere than in the 
presence of the court. 

Section 13 is devoted to the defini- 
tions of labor disputes and of persons 
participating and interested in a labor 
dispute. 

Section 14 provides that if any pro- 
vision of the act is held unconstitu- 
tional, the other provisions shall not 
be affected thereby. 

Section 15 repeals all other acts in 
conflict with the provisions of this act. 
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sick? Is his power definitely on 

the wane? Are we passing rapid- 
ly from a cotton to a silk age? To 
these questions Census figures offer 
reassuring answers, proving that there 
is no cut-throat battle being waged 
between silk and cotton, with the lat- 
ter getting the worst of it, but that 
cotton manufacturing is still holding 
its own as one of the nation’s most im- 
portant industries, despite some de- 
cline from 1927 to 1929 in number of 
mills and output. 

The value of cotton goods pro- 
duced by the 1,259 mills in the United 
States in 1929 reached the impressive 
total of almost one and a half billion 
dollars. In that year more than 
eight billion square yards of woven 
goods were manufactured and valued 
at well over a billion dollars. As we 
look over the long and varied list of 
materials with names so familiar to 
the housewife, from the coarser goods 
like sheetings, towelings and drills to 
the finer grades of lawns, nainsooks 
and other dress fabrics, we realize how 
indispensable cotton goods are for 
sartorial and household needs. And 
over 99 million dollars’ worth of cord 
fabrics for tires were manufactured 
in 1929 to add to our automobile com- 
fort. Yes, King Cotton has a firm 
grip on our mode of living. 

Nor have women reason to feel that 
their foothold in the industry is slip- 
ping, for cotton mills gave employ- 
ment to more than 160,000 women in 
1930, the Census reveals. Probably 
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no other manufactured product offers 
jobs to so many women. It is true 
that with the transplanting of the in- 
dustry from homes to factories the 
making of cloth ceased to be the al- 
most exclusively feminine function 
that it was in the days of George 
Washington. Then in practically 
every household the spinning wheel 
and the hand loom were familiar fix- 
tures, and spinning and weaving were 
picturesque fireside industries partici- 
pated in by the mothers, grandmoth- 
ers, wives and daughters of the home 
faced with the need to clothe the fam- 
ily. 

Then came inventions that revolu- 
tionized the industry and made pos- 
sible the rapid development of power- 
driven textile mills. Cloth gradually 
ceased to be made in the home when 
it could be produced so much more 
cheaply and more rapidly by factory 
methods. The mills were run by men, 
but both women and men were needed 
for the manufacturing processes. The 
infiltration of women into the mills be- 
gan at the turn into the nineteenth cen- 
tury and continued slowly and stead- 
ily. It is a long cry from the small 
group of women who in the early days 
worked in the mills,-and who, accord- 
ing to Lucy Larcom, considered mill 
work as temporary and not the busi- 
ness of their lives, to the thousands 
who are now employed in textile mills 
for their life work, and whose own 
livelihood, and in many instances that 
of their families, is dependent on such 
employment. In 1930 women consti- 
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tuted almost two-fifths of all em- 
ployed in the cotton mills. 

With the evolution of cotton-goods 
manufacturing into one of the nation’s 
basic industries dependent largely 
upon the services of women for its 
maintenance, there have grown up a 
number of social and economic prob- 
lems connected with these women 
workers. To understand the signifi- 
cance of such questions it is essential 
to touch upon the living as well as the 
working environment of mill opera- 
tives. In so many instances they live 
in houses owned by the mill, located 
in villages run by their employers. A 
paternalism not unlike feudalism per- 
vades this industry in many localities 
—a situation different from that in 
most American industries today. The 
worst features of the mill villages are 
the workers’ isolation, lack of social 
and other occupational opportunities 
and of chance for normal relations 
outside and unconnected with their 
mill activities. Frank Tannenbaum in 
his study of the South describes the 
mill village as follows: “It is built 
behind the mill, and is an adjunct to it. 
Its destinies are spun by the mill and 
it has no life of its own. It is not a 
town.” Such a setting apart has de- 
veloped a class consciousness both 
within and without the group, and as 
Mr. Tannenbaum says, “Once a mill 
worker, always a mill worker” tends 
to be true of the majority of mill em- 
ployees, particularly in the South 
where the mill village is a more usual 
adjunct to the mill than in the North. 
Another aspect that adds to the class 
consciousness in the South is that em- 
ployment in cotton mills is a family 
matter, since it is customary when a 
family lives in a mill house for all the 
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members who are old enough to work 
to be employed in the mill. 

It might be well to stress here the 
increasing importance of the South as 
the cotton-goods manufacturing cen- 
ter of the nation. In recent years 
manufacturers have been transferring 
mill equipment from the North to the 
South. By 1928 there was a total of 
upwards of 1,350,000 spindles with 
complementary machinery that had 
been transplanted from Northern to 
cotton-growing states. In 1927, 61 
per cent of the country’s cotton goods 
establishments and 44 per cent of the 
cotton workers were in the South. The 
problems of women working in the 
Southern mills are in general more 
acute than those in the Northern 
plants because of the lower wages, 
longer hours and warmer climate 
characteristic of the South. 

A better understanding of the hard- 
ships confronting women mill opera- 
tives can be obtained through a brief 
glimpse of their mill activities. Thou- 
sands of people who buy and use cot- 
ton goods have but little idea of how 
and under what circumstances they 
are made. There are a great many 
processes necessary to convert the raw 
cotton into a finished product. Some 
processes are performed by both 
sexes, others exclusively by men or 
women. Starting with the raw ma- 
terial, men run the picker machine 
that removes the dirt and seed from 
the cotton and fluffs it up for the card- 
ing machine, also operated by men, 
which presses the cotton into a soft 
lap or sheet. In some cotton mills 
women are employed in the next pro- 
cess, known as combing and drawing. 
This consists of feeding the lap from 
the cards into a machine which trans- 
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forms it inte a fleecy strand called “‘the 
sliver.” Slubbing, the operation of 
drawing out the strand and giving it 
a slight twist, is men’s work; but the 
next steps—roving, or still further 
drawing out of the strand and wind- 
ing it into other bobbins; and spinning, 
or the final process in the making of 
yarn—are largely women’s jobs. 
Women also do the spooling; that is, 
the winding of a number of threads 
with the added twist onto spools for 
the warp. They do the creeling and 
warping, by which the warp thread is 
wound on a large beam before it goes 
to the slasher for the sizing or dress- 
ing, this latter operation being per- 
formed by men. The job of drawing- 
in is done by women, sometimes by 
hand, sometimes by machine, depend- 
ing on the kind of goods being made. 
This consists of threading the eyes in 


the reeds, resembling the strings of a 


harp, which carry the warp on the 
loom. Weaving, or the making of 
cloth on the loom, is done by both 
women and men. The jobs of mend- 
ing and inspecting the finished cloth 
fall to the lot of women. Most of the 
jobs performed by women are desig- 
nated as semiskilled. 

But let us get a close-up of some of 
the women, the spinners for example. 
About a fourth of all the women in the 
cotton mills work in the spinning de- 
partment. The spinner walks up and 
down an aisle between two rows of 
machines, piecing together broken 
threads, brushing lint off the rollers, 
replacing the roving (loosely spun cot- 
ton on large spools) that is spun out, 
twisted and wound on bobbins. These 
bobbins when full are removed and 
replaced by empty ones, this work be- 
ing done usually by boys known as 
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doffers. In other words, the woman 
tends the machines that do the spin- 
ning instead of doing the spinning her- 
self as in the old spinning-wheel days. 

The constant standing and walking 
required in most mill work result in 
weariness and foot-soreness for the 
women. Although there are oppor- 
tunities in nearly all operations for a 
worker to sit occasionally, the need to 
provide proper seats has been given 
little thought in most mills. It is not 
an uncommon sight to see a girl sitting 
for a brief rest period on a truck or 
window sill. Much of the women’s 
work in mills is tedious, and often a 
strain on eyes and nerves. The in- 
dustry is characterized also by con- 
siderable noise and vibration, to which 
the women become accustomed but 
which nevertheless adds to their fa- 
tigue. The lint set flying in the air in 
certain of the mill departments is a 
disagreeable feature, which some mills 
make little effort to control. The very 
common method of sweeping by fan- 
ning the lint from under the machines 
and from the aisles in the spinning 
room is quite unsatisfactory, as this 
merely succeeds in scattering the ‘‘fly” 
so that it fills the air and falls upon 
the workers. 

Production in cotton mills is stimu- 
lated physically by a high temperature 
and high relative humidity, since the 
yarn is less likely to break and runs 
better under such conditions, but the 
unfavorable effects physiologically of 
such atmosphere on the workers are 
reflected in signs of fatigue toward 
the end of the day, with a resulting 
reduction in their efficiency. More- 
over, authorities claim that a hot, 
moist atmosphere is a menace to 
health and explains the prevalence of 
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bronchitis and tuberculosis among 
cotton-mill operatives. That some 
mills have made much greater prog- 
ress than others in regulating the at- 
mosphere to protect the health of the 
workers and yet maintain sufficient 
humidity in the air to guarantee the 
smooth running of the work, is shown 
in a study by the Women’s Bureau, U. 
S. Department of Labor, of atmos- 
pheric conditions in eight Southern 
and seven Northern mills. However, 
the temperature readings recorded by 
the management in each mill—two to 
four times a day over a period of a 
year in most cases—revealed sustained 
temperatures of 80 degrees and over 
during the whole working day for a 
third of the days in the Northern 
mills and for three-fifths of the days 
in the Southern mills. Although a 
relative humidity of 60 to 65 per cent 
is the most satisfactory for the ma- 
terial in spinning rooms, one-fifth of 
the temperature readings in the study 
showed a relative humidity of 70 per 
cent or over. 

Service facilities making for the 
women’s comfort and convenience in 
matters of drinking, washing and 
toilet equipment and of cloak, lunch 
and rest rooms are unusually poor in 
many mills. This situation may be 
due to the fact that it is an old indus- 
try and that habit and custom are 
strong chains to break. That bad 
working conditions are responsible for 
a certain proportion of lost time and 
labor turnover in this industry has 
been revealed in Women’s Bureau in- 
vestigations. 

Because of so many conditions con- 
ducive to fatigue in cotton mills, a 
short work day seems especially de- 
sirable. That such is not the custom 


unless required by law the Women’s 
Bureau investigations also have dis- 
closed. For example, in a study of 18 
cotton mills (9 in the North and 9 
in the South) in 1922, a 48-hour week 
was reported for only about one- 
seventh of the 4,338 women covered. 
A scheduled week of 55 hours or more 
was found for only slightly less than 
three-fifths. 

Other data on textile mills were 
collected in Women’s Bureau studies 
(1920 to 1925) in 11 states (Ala- 
bama, Georgia, Illinois, Kentucky, 
Maryland, Mississippi, New Jersey, 
Ohio, South Carolina, Tennessee and 
Virginia), having an important num- 
ber of women in textile manufactur- 
ing, chiefly cotton mills. A 1o-hour 
day was found to be the most common 
schedule in the Alabama, Georgia, 
Kentucky, South Carolina, Tennessee, 
and Virginia mills visited. A day of 
between 10 and 11 hours was cus- 
tomary in the mills included in Mis- 
sissippi. A 9-hour day was most usual 
in the Illinois, Maryland and Ohio 
mills, while a day of between 8 and 9 
hours was more characteristic of the 
New Jersey mills included. 

A weekly schedule of 54 hours and 
under 60 hours predominated among 
the women in 392 mills covered by 
these surveys, 55 hours being most 
common. A week of 60 hours or more 
was found for women in a number of 
the Alabama, Georgia, Mississippi 
and South Carolina mills. 

The practice of a Saturday half- 
holiday in textile mills seems to have 
gained great headway, according to 
the data collected by the Women’s 
Bureau in 9 states. A Saturday of 4 
and under 5 hours was customary in 
Maryland and New Jersey, and one 
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of 5 and under 6 was the most usual 
in the other 7 states. 

Employment of many women on 
night work in the mills of certain sec- 
tions has for years cast a shadow on 
the industry. According to the last 
annual report of the Cotton Textile 
Institute, October, 1931, the definite 
stand against such employment taken 
by the Institute about a year ago was 
said to be bringing creditable results. 
It was stated that over 84 per cent of 
the spindles in cotton mills, including 
80 per cent of those in the night-run- 
ning classification, are represented in 
the mill managements that have ac- 
cepted the recommendation of the In- 
stitute to discontinue employment of 
women and minors on night work. 
The report points out that it is not the 
intention of the mills that have taken 
this stand to substitute men for 
women on the night shifts but to look 
to the ultimate elimination of all night 
employment, which has long been 
detrimental to the interests of the in- 
dustry, its employees, its customers 
and the general public. 

A consideration of women’s wages 
in cotton-goods manufacture justifies 
the conclusion that the mills, and par- 
ticularly those of certain districts, 
need to take a long step forward in 
this respect. Figures collected by the 
Women’s Bureau on earnings of 
women in cotton mills give a discour- 
aging picture. The median of the 
week’s earnings—half the women 
earning more and half less than the 
sum—for 452 white women who 
worked a full week in Alabama cot- 
ton mills in 1922 was only $10.65. 
The South Carolina mills showed a 
median of $12.15 for 2,034 white 
women on full time in 1921; the Ten- 
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nessee mills, a median of $12.35 for 
621 full-time white workers in 1925, 
and New Jersey mills a median of 
$17.40 for 924 white women work- 
ers on full time in 1922. 

Of a less scattered nature and 
therefore more representative of cot- 
ton mills throughout the country are 
the data on women’s earnings in such 
mills compiled by the Bureau of La- 
bor Statistics. A depressing story lies 
in the fact that a 13 per cent reduction 
in the wages of women in cotton man- 
ufacture took place between 1924 and 
1928, in the period of outstanding 
prosperity. The data were collected 
from the same 11 states for the two 
years 1924 and 1928—Connecticut, 
Maine, Massachusetts, New Hamp- 
shire, New York and Rhode Island in 
the North, for Alabama, Georgia, 
North Carolina, South Carolina and 
Virginia in the South. In 1928 the 
average full-time earnings per week 
for 38,000 women working in 158 
different cotton mills were only 
$15.66, as against an average of 
$17.94 for 33,000 women in 1924. 
New Hampshire led the states in- 
cluded in 1928 with an average of 
$20.31 for the women full-time work- 
ers in cotton mills, and Alabama with 
an average of $11.88 trailed the list. 
Rhode Island’s average of $19.47 was 
next to the highest, and South Caro- 
lina’s $12.32 next to the lowest, al- 
though Georgia was only slightly in 
advance with an average of $12.77. 
Somewhat better are the $14.99 aver- 
age for Virginia and $14.62 for North 
Carolina. Massachusetts with an 
average of $16.91 ranked only fifth 
among the 11 states. 

That earnings in Northern mills 
dropped much more than those in 
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Southern mills in the four years is a 
significant fact disclosed by a compari- 
son of the two periods, 1924 and 
1928. As a result, for these six North- 
ern states combined, women’s earn- 
ings, which had been 54.5 per cent 
greater than earnings in the South in 
1924, were only 33.5 per cent greater 
than earnings in the South in 1928. 

This lessening of the differential 
between the two sections by a decline 
in the North instead of an advance in 
the South worked to the great disad- 
vantage of women’s earnings in the 
industry as a whole, since the South- 
ern scale itself was on a lower level 
at the end of the four years and, ac- 
cording to the census of 1920, more 
women were employed in the North 
than in the South. 

The Bureau of Labor Statistics 
compilations show only a very slight 
drop in the average full-time earnings 
per week of women in cotton man- 
ufacture during the period from 1928 
to 1930, the average for the latter 
year being $15.50, or a one per cent 
decline. That the 1930-1932 period 
will reveal, however, another con- 
spicuous downward trend in cotton- 
mill wages for women is evidenced by 
scattered reports of cuts in cotton 
mills. The most connected story is 
again told by the Bureau of Labor 
Statistics in its report on the average 
reductions each month from January 
15 to August 15, 1931, the survey 
covering between 400 and 500 mills, 
but not giving information by sex. 
The average decrease on the month- 
to-month basis ranged from 11.9 per 
cent in March to 10.4 per cent in 
August. The number of mills for 


which cuts were reported varied from 
10 to 21 in the different months. 


For 
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September to December, 1931, the 
number of mills showing cuts each 
month increased to 35, 49, 47, and 48 
for the four months, respectively. The 
average per cent decrease for each of 
these months, however, has not been 
published. 

In protest against wage cuts pro- 
posed in recent months in certain mills 
the employees have gone out on strike, 
both women and men. Ina period of 
great unemployment such a move, 
however, has proved a misfortune to 
some workers in the definite loss of 
jobs rather than an effective weapon 
in helping them to maintain wages. 
Some idea of the seriousness of un- 
employment in cotton textile manu- 
facture can be gained from the census 
for April 1930, which showed 17,455 
women and 28,584 men cotton-mill 
operatives as on lay-off without pay, 
or unemployed and in search of jobs. 
The January, 1931, figures by indus- 
try, not yet available, will undoubted- 
ly show a much more serious propor- 
tion of unemployed in this industry. 

Any discussion of conditions in 
cotton mills today is incomplete with- 
out at least a brief consideration of 
the meaning of the Southern strikes. 
In the North, cotton-mill strikes are 
an old story. The first textile strike 
in which women participated occurred 
in Dover, N. H., in 1828 as a protest 
against a wage cut and a stand in 
favor of a 10-hour law. In the same 
town in 1834, 800 women struck for 
the right to organize. In the South, 
however, only in recent years have 
strikes become a serious factor for 
textile manufacturers to reckon with. 
In Southern mills in the last several 
years 15 major strikes participated in 
by women as well as by men have 
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proved that the so-called “cheap and 
docile labor” has been driven into 
protest. “If you’re called cheap you 
have to show you aren’t, and so we 
have a rumpus, and to this human 
self-respect may be ascribed much of 
the Southern industrial turmoil,”’ ac- 
cording to Mrs. Raymond Robins. 
The proverbial “last straw” for the 
Southern mill operatives was the 
stretch-out system, introduced into a 
number of mills by the management. 
What has this meant to the worker 
in the mill? For example, relatively 
speaking four years ago an expert 
weaver would tend 12 to 18 looms 
and receive $25 to $27 for a 55-hour 
week, while under the stretch-out sys- 
tem the number of looms to be tended 
might be increased to double the num- 
ber and the wages reduced to $17 or 
$18 a week. Spinners suffered simi- 
lar reductions in pay coupled with 
added work and responsibility. It is 
true that the amount of work neces- 
sary for an operative on each machine 
was cut down in certain respects, 
through automatic devices, in some 
instances, or through helpers in oth- 
ers; but because the operatives had 
so many more machines to tend, their 
task had become more difficult. The 
workers’ inability to keep up with such 
a schedule, their protest against wage 
reductions, their appeal to organized 
labor, and its response are well-known 
facts. The right to organize has 
figured conspicuously as a cause in 
these Southern strikes. 

On the establishment of satisfac- 
tory employer-employee relationships 
in the South much depends. The fate 
of the whole cotton-mill industry in 


this country might be said to devolve 
upon the possibility of improving 
standards in the South so that North- 
ern employers and labor will not suffer 
any bad effects of undermining compe- 
tition in the South. That the cotton- 
textile employers are beginning to 
awaken to this fact is evidenced by the 
recent efforts of the Cotton Textile 
Institute toward the elimination of 
night work and recommendation of 
55 hours as a maximum daytime week. 

That a number of textile manufac- 
turers and social agencies, including 
certain outstanding women’s organi- 
zations, are also deeply concerned 
with betterment of working conditions 
in the Southern states through the 
enactment of shorter-hour laws is an- 
other encouraging sign. Alabama 
and Florida are devoid of any hour 
law for women, and Virginia with a 
10-hour day sets no weekly limit. A 
60-hour week is the maximum for 
women in Kentucky, and for men and 
women in Georgia and Mississippi, 
mills. In Tennessee a 57-hour week 
is permitted for women, and the Car- 
olinas allow 55 hours for women in 
cotton mills. Thus state legislatures 
have an opportunity to help to equal- 
ize the situation of textile manufac- 
ture in Southern versus Northern 
states, legal working hours for women 
being, on the whole, noticeably shorter 
in the North, Massachusetts and New 
York being in the 48-hour class. 

Certainly much is needed in the 
way of improved hours, wages, and 
working conditions to give the women 
workers under King Cotton’s sway a 
better place in the sun. 





Senator George W. Norris 


Senator William E. Borah 


INJUNCTIONS 


Through combination of large corporations in a par- 
ticular line of business, the laboring man must accept 
unconditionally the terms laid down by the employer. 
He is absolutely helpless under such contracts. His fam- 
ily can not have food to eat or clothes to wear unless he 
gets a job. If he gets a job he must surrender his liberty. 
He must, for the time being, become a slave. He can not 
associate with his fellows. In connection with his fellows, 
he can not present a grievance to the employer. He has 
agreed to make no such demand. If conditions become 
unbearable his only remedy is to go alone and face the 
big combination of perhaps millions of wealth. He must 
singly present any grievance he has. He must abide by 
the decision which is thus given him. He has no appeal. 
He has no opportunity to join with his fellows and make 
his demands effective. In effect, if he must live and sup- 
port his family and clothe his children, he must surrender 
his liberty. 

Many of the injunctions which have been issued in the 
past in labor disputes have been based wholly, or in a 
large part, upon such contracts, and upon the assumption 
that they are valid. 

As I have briefly outlined, this bill sets up a public 
policy. One of the objects of this proposed legislation is 
to outlaw this unconscionable and indefensible contract ; 


and some action by Congress in this respect is absolutely 
necessary, because, as I have said, many labor injunctions 
have been sustained on the theory that such contracts are 
legal. 


* * * 


There is no doubt whatever but that the Congress has 
the constitutional right to declare the public policy of 
the United States upon any question upon which the 
Congress has the right to legislate, and when such public 
policy is declared it becomes the duty of all the courts 
to give effect to such policy and to carry it out in the 
enforcement of any law where such public policy has 
application. 


This is the first time the Congress has legislated in re- 
spect to the yellow-dog contract. It has now declared it 
to be contrary to public policy. The Supreme Court, as I 
understand the decisions, has said that the judgment of 
the legislature with respect to public policy will not be 
disturbed unless it is in pronounced contravention to some 
specific provision of the Constitution. Whatever there 
may be in the way of controversy as to other provisions 
of the bill, I entertain no doubt as to what the future will 
be as to this form of contract. I feel it will no longer be 
recognized as a contract enforceable in a court of equity. 
If that is the result, a great achievement in the interest of 
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Senator Thomas J. Walsh 


(Montana) 
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justice and fair dealing will have been recorded. For 
this reason I am pleased with the opportunity of record- 
ing my vote for the bill. 


Even though the court should eventually hold that not- 
withstanding the character of these contracts, notwith- 
standing they have been so generally condemned and de- 
nounced, notwithstanding that the Senate has declared 
that it is against public policy that they should be enforced, 
the court should find that they still are protected by the 
Constitution, we are not without remedy, because, so far 
as Federal courts are concerned, their jurisdiction is con- 
trolled entirely by the acts of Congress. We may limit as 
we see fit the jurisdiction of the inferior courts of the 
United States. The Constitution itself prescribes that “the 
judicial power of the United States shall extend—shall 
extend to all cases in law and equity” involving a Federal 
question and to controversies involving citizens of different 
states, and so on ; but no jurisdiction can be exercised unless 
it is conferred by Congress. That view is very clearly ex- 
pressed in the case of Kline vs. Burke Construction Com- 
pany in 260th United States Reports. I read from page 
234, as follows: 

“Only the jurisdiction of the Supreme Court is derived 
directly from the Constitution. Every other court created 
by the general Government derives its jurisdiction wholly 
from the authority of Congress. That body may give, 
withhold, or restrict such jurisdiction at its discretion, 
provided it is not extended beyond the boundaries fixed 
by the Constitution.” 

* . * ° 


Congress has consistently acted upon that theory. So 
far back as 1793 it enacted a law providing that no re- 
straining order should be issued by any equity court with- 
out notice to the parties against whom it ran. 

* * * 7 


Mr. President, the right to enter into contract is not 
unrestricted. It is governed and controlled by many con- 
siderations, among them being a question as to whether 
the particular contract is or is not condemned by public 
policy. ‘Take usurious contracts, for instance; here are 
two parties perfectly willing to enter into a usurious con- 
tract, but the law says: “No, you may not do that. We 
will not give judicial countenance to any contract of that 
character.” 

Why, Mr. President? ‘Usurious contract” has been 
defined as the extorting or taking of a higher rate of inter- 
est than that allowed by law. Statutes making usuries 
penal proceed upon the assumption that the borrower is 
constrained by his necessities to enter into an unwarranted 
and improvident or unconscionable contract. It appears 
to me there is a perfect analogy between the case of stat- 
utes condemning usurious contracts and statutes condemn- 
ing contracts such as are under consideration. 
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More than twenty years ago Dean Roscoe Pound, of 
the Harvard Law School, asked the question: “Why is 
the legal conception of the relation between employer and 
employee so at variance with the common knowledge of 
mankind?” * * * Through the slow process of legis- 
lation we have bit by bit been squaring the legal concep- 


tion with the common knowledge of mankind. * * * 


But the area of concerted action by employees has not yet 
been won. That the need for this legislation still exists 
reflects no glory upon American jurisprudence. 


* * * * 


In his matchless style, Mr. Justice Holmes has once 
said: 

The fourteenth amendment does not enact Mr. Her- 
bert Spencer’s social statics. 

The Supreme Court has cautioned us against that 
danger. It was declared, ‘““The very reverse of that which 
is the policy of the public at one time may become public 
policy at another.” (Hartford Fire Insurance Co. v. 
Chicago, 175 U. S. 91.) 

What does the public policy of the 20th century de- 
mand of industrial relations? It was not so long ago when 
the business of earning a livelihood was an independent 
undertaking. The worker owned his shop, his tools, and 
the good-will of his customers. Today a large and ever- 
increasing proportion of our people must earn their living 
through wages. The average workman owns no tools of 
production but his hands and his skill. 

At the same time capital has become a cooperative ven- 
ture, and, through the pooling of many resources, great 
aggregates of wealth have assembled gigantic engines of 
production which control the opportunities for employ- 
ment. 

If into this condition of affairs we should inject the 
archaic notions of master and servant, what kind of citi- 
zenship will inhabit this continent in the next generation? 
Can we expect anything else to follow from such a course 
but that we shall raise a nation of drawers of water and 
hewers of wood, to pass their days in toil and their nights 
in fear in order to support a fortunate few in oriental 
elegance? 

Every ancient civilization that has tried that experi- 
ment today lies in the dust and serves no purpose but to 
quench the curiosity of the historian and archeologist. 
There is no need for us to repeat this ancient folly. We 
can raise a race of men who are economically as well 
as politically free. By permitting labor to organize freely 
and effectively we can convert the relation of master and 
servant into an equal and cooperative partnership, shoul- 
dering alike the responsibilities of management and sharing 
alike in the rewards of increasing production. 

To me the organization of labor holds forth far greater 
possibilities than shorter hours and better wages. Organi- 














Senator James J. Blaine 
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zation plants in the heart of every worker a sense of power 
and individuality, a feeling of freedom and security, which 
are the characteristics of the kind of men Divine Provi- 
dence intended us to be. 


In many respects this bill, particularly in its provisions 
affecting substantive law, is not as broad as were the 
labor provisions of the Clayton Act. Unlike that act, 
however, the provisions of this bill are specific and not 
capable of several different interpretations. 

* * * * 


There has been much lip service in the past to these 
fundamental rights of free labor, but only too often it 
has ended there. These rights have been acclaimed in 
the very decisions which have sanctioned the complete 
denial of all freedom of association through yellow-dog 
contracts. Under this bill an attempt is made to outlaw 
the yellow-dog contract; at least that it shall not be en- 
forced by injunction. 

* * * 

Yellow-dog contracts threaten the complete extinction 
of labor unions and the elimination of all effective oppo- 
sition to dictation of terms and conditions of employ- 
ment by the employers. It would not be tolerated for 
a moment, if employers compelled all their employees to 
sign contracts that they would not belong to some lodge 
or to some particular church. * * * The principle 
involved, however, is the same. If employers can, 
through such a method, prevent their employees from 
belonging to labor unions, they can also prevent them 
from belonging to a church, lodge or in fact doing any- 
thing, either in or out of working hours, that they do 
not like. 


Representative F. H. LaGuardia What does this bill do? It prevents the Federal court 


from granting an injunction except on a hearing of testi- 
mony. That is all there is to that. It prevents the courts 
from prohibiting the performance of lawful acts. It pro- 
vides for a trial by jury, as was provided in the Act of 
1914. It outlaws the yellow-dog contract. 

* * * * 


There is no need to go into a court of equity if a crime 
is committed. There are criminal courts for that. That 
is nothing new. The function of an equity court is not to 
restrain crime. It can not possibly do it and does not 
attempt to do it except in labor disputes. 

* . * . 


All this bill does is to reassert and reiterate and write 
in plain language the intent of Congress, taken from the 
decisions of the courts themselves. I submit that under 
our form of government all declarations of policy should 
be laid down by the elected representatives of the Ameri- 
can people and not by politically appointed Federal judges. 

. * * * 
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Representative Frank Oliver It was said by Mr. Beck, “This is a government of 

(New York) laws, and not of men.” Yet we have two governments 
in America, one a government of laws, the other a gov- 
ernment of men. The government of laws consists of 
that part of the social system which is subject to the defi- 
nition of the laws of the land. ‘The expression, “This 
is a government of laws,” was intended as a reminder to 
officials that they were bound to act within the limits of 
the law, as servants of the people. 

The government of men, which America seeks to en- 
courage, consists of that large field of life which no law 
controls and where conscience is the only governing force. 
The government of laws has a duty to maintain peace 
and order in this vast field that liberty may flourish. 

Wages, hours of toil and other conditions of labor are 
fixed largely by the government of men. No matter how 
majestic the government of laws may be, how attractive 
its soil or equipment, the pay envelope determines wheth- 
er its homes are peopled by paupers or free men. 

* * . 


We are writing a law binding the courts to a definite 
course of action with reference to injunctions. We are 
not disturbing the government of laws but we are taking 
away from the courts their right to act as if they were 
a government of men. By unconscionable injunctions 
they have defied the first purpose for which courts were 
instituted—the protection of the freedom of the individ- 
ual. 


Oo 











N THIRTEEN important coun- 
I tries of the world, unemployment 
increased during the year 1931 by 
over 4% millions, bringing the total 
number of unemployed in these thir- 
teen countries to 17,633,042 at the 
end of 1931. As unemployment has 
’ increased since the first of the year 
in all countries for which we have fig- 
ures, the total is now considerably 
above this number. 

Here is a comparison of the num- 
ber of persons wholly unemployed at 
the last of December, 1930, and the 
last of December, 1931. In addition, 
there are, of course, millions of men 
and women whose work week has 
been shortened to such an extent that 
their income is entirely inadequate. 
But the following figures include only 
those who are entirely without work. 


England 


On January 25, 1932, there were 
2,728,000 persons on registers of em- 


PERSONS WITHOUT W 
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WORLD-WIDE UNEMPLOYMENT 


* Figures for the United States are American Federation of Labor estimates. 
other countries are from the International Labor Review, February, 1932. 


ployment exchanges in Great Britain 
who were out of a situation. This was 
218,490 more than a month before 
and 135,761 more than a year before. 
In February, unemployment declined 
slightly and on February 22, 1932, 
there were 2,701,000 out of work. 
Statistics designed to indicate the 
average increase in the cost of living 
of working-class families show that 
at January 1 the average level of liv- 
ing costs was 47 per cent above that 
of July, 1914, compared to 52 per 
cent last year; the figure for food 
alone was 31 per cent above pre-war, 
compared to 36 per cent last year. 
There was no change from January 
to February. During January, the 
wage rates of over 300,000 work- 
people in industries for which statis- 
tics are compiled by the Department 
of Labour were considerably reduced. 
During the year 1931, the total 
number of vacancies filled by employ- 
ment agencies in Great Britain was 


ORK OF ANY KIND * 





December December _Increase in 
1930 1931 one year 
CED. 5inscncdese hitper eee miadsaeeecnsabeeeuee 4,383,843 5,668,187 1,284,344 
ROMER 2. ccrcccrccccccccccccscccosccsccecesess 104,951 118,732 13,781 
EEE (5540050 Nnnnss egaaednseeedede eaneanse wane 294,845 329,627 34,782 
EEE  5.6:00:01644604 bs nteeussnbannstesasoesseoneuas 71,084 91,204 20,120 
SEE 6.39 6-600 400 phn SoA EAR A OSES Eden TRE 22,879 177,294 154,415 
EE... cad ddsescucdeasietuhiebese+teceewerdaee 25,583 33,146 7,563 
Great Britain and Northern Ireland ................ 1,853,575 2,262,700 409,125 
SE SE 3.is-ackdcsdesecananseenseseuseonstes 26,167 30,918 4,751 
BE tact *ieidkchaonndes ecéawabieeameases east 642,169 982,321 340,152 
ines ceikbies soe wsenebeaessngceiteEserens 11,265 34,789 23,524 
EE 2:65.56 Kao cdgeeewa hinds enaneeeeseuela 17,556 46,191 28,635 
DE. 0..452604ceucdeceumina dbs eidesaeennnren $1,204 157,933 76,729 
DTD. -cincciutdnsddoucassasscnuneiweesesens 5,526,000 7,700,000 2,174,000 
WE cicucivunactutthtecxsactssdesnesmeiasaes 13,061,121 17,633,042 4,571,921 


Figures for all 
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1,952,057, an increase of 219,900 
over 1930. The number is the high- 
est on record despite the fact that 
1931 was a year of unexampled de- 
pression in trade and the opportuni- 
ties of obtaining employment were at 
lowest ebb. 

Relief was given to 673,151 per- 
sons in one day in January, 1932, in 
47 selected areas. This was 6.3 per 
cent more than the previous month 
and 15.9 per cent more than in Janu- 
ary, 1931. 

Germany 

Unemployment in Germany is 
steadily increasing. The total num- 
ber of persons who were looking for 
work at the end of February, 1932, 
was 6,128,000, an increase of 1,200,- 
000 since last February. 

The general reduction of wages re- 
quired by the emergency decree of 
December 8 has been practically com- 
pleted. Wages are now about 20 per 
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cent below the 1930 level, but al- 
though the fall in prices was supposed 
to compensate for the decline in 
wages, actually it has not been so and 
real wages are now 8 per cent below 
January, 1931. This is the first de- 


cline in real wages since 1927. 
1925=100 


Cost of Wagesin Real wages 
living January in January 


Re ONES 100.0 100.0 100.0 
RES EDS 102.9 119.6 116.2 
OE ace Sc ases 106.6 120.6 113.1 
«eee 111.0 132.0 118.9 
RRR 112.5 142.2 126.4 
i ia 111.8 147.7 132.1 
abe 102.9 147.2 143.1 
ie hie 91.5 120.6 131.8 
France 


Business depression has increased 
in the last year in France and unem- 
ployment has been increasing stead- 
ily. In March there were 299,000 
persons unemployed, as compared to 
59,915 in March last year. 

















FACTS IN FIGURES 


WHAT THE BANKS OWE FOR 
GOVERNMENT HELP 


UR banking system is a neces- 
sary part of American eco- 
nomic and social organization. 

The banks have definite responsibility 
to perform certain functions for the 
people. Because developments in the 
past few months have prevented them 
from performing these functions, the 
Government has stepped in to restore 
normal activity. Now that Govern- 
ment funds are at the banks’ disposal, 
it is their responsibility to see that 
normal services are resumed. 

The two chief functions of the 
banks might be described briefly as 
follows: First, to help American 
families manage the business of living 
by giving them a safe place to invest 
their savings where their money can 
be put to work creating wealth and 
earning interest. Second, to keep the 
industrial machine running smoothly 
by supplying reliable business firms 
with the loans they need to carry on 
production and trade. 


How Banking Functions Are 
Carried Out 


American workers, business men 
and property owners deposit their 
money in a bank in checking and sav- 
ings accounts. The bank keeps an 
average reserve of $1 for every $10 
deposited. The rest it loans out at 
interest to business undertakings. 
Some of these loans are used to carry 
on the day to day operations of busi- 


ness, are kept for a few weeks or 
months, and then paid back with in- 
terest. For instance, a farmer will 
borrow $1,000 in the spring to buy 
seed and employ labor. In the fall, 
after his crop is sold, he pays it back 
with interest. Or a shoe manufac- 
turer will borrow $5,000 to meet his 
payroll, while he waits for the retail 
shoe dealer to pay his bill for the last 
shipment of shoes. These two ex- 
amples show how necessary credit is 
for the normal operation of business. 
Other loans are made to finance build- 
ing construction, install new machin- 
ery, to buy securities or for other 
purposes, and the period of time be- 
fore these loans are repaid is often 
longer. The banks also invest money 
in bonds, because good bonds are a 
particularly safe investment. 


Why Help the Banks? 


In normal times this banking 
mechanism runs smoothly and effec- 
tively, but in depression a number of 
things may happen to put it out of 
order. This past fall and winter the 
banks have been in serious difficulties. 
Prices of farm and factory products 
had been declining and farmers and 
business men were less able to pay 
their debts; prices of bonds also de- 
clined; money invested in Europe was 
held there by the financial collapse 
abroad. Consequently the banks sud- 
denly found their resources shrinking. 
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Depositors got wind of these diffi- 
culties, felt their money was not safe 
and began drawing it out. In normal 
times an average reserve of $1 for 
every $10 in checking and savings ac- 
counts is plenty to pay all depositors 
who take out their money. But if all 
depositors suddenly ask for their 
money at once, clearly only one in ten 
can be paid and the bank will fail. 
For money tied up in loans to business 
or farmers cannot be called in at a 
minute’s notice. 


Our Banking System Fails 


When depositors suddenly began 
to draw out their funds in September, 
starting “runs” on banks, many bank- 
ing institutions went under. Others 
failed because their investments de- 
clined in value. In the five months 
from September, 1931, through Janu- 
ary, 1932, 1,694 banks failed, more 
than in any full year in history. 

In this catastrophe over a billion 
dollars of depositors’ money was tied 
up. Part of it will never be repaid, 
and thousands of wage and salaried 
workers have lost the savings of 
years, often of a lifetime. 

To protect their depositors, banks 
refused loans to business except where 
they could be sure of getting their 
money back quickly. They kept 
“liquid”; that is, they made sure of 
having ready money for all demands. 
This was a very necessary precaution 
for each individual bank. But when 
all banks, acting as individuals, cur- 
tailed loans at once, business was 
crippled. Loans could not be had for 
normal operations. Curtailments of 
business increased unemployment and 
we sank deeper into depression. 
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The banks were totally unable to 
meet their problems. In spite of all 
precautions, failures continued. Bank- 
ing institutions were no longer per- 
forming either of their normal func- 
tions in a satisfactory way. Many 
were not safe places for depositors’ 
funds; nor were they furnishing the 
necessary credit for business opera- 
tions. To prevent a worse crisis, the 
Government took the situation in 


hand. 
The Government Steps In 


The first serious banking panic 
began in September when England 
went off the gold standard. (There 
had been a previous epidemic of bank 
failures at the close of 1930, but it 
had been controlled without Govern- 
ment intervention.) In September, 
1931, 305 banks failed, more than in 
any previous month except December, 
1930. The crisis gathered force and 
in October bank failures reached their 
all-time peak when 522 banks closed. 

The problem of banks was briefly 
this: Their investments declined in 
value; prices of bonds fell more 
rapidly from July to October, 1931, 
than at any other time in this century. 
Other funds were tied up in loans or 
investments which would be paid off 
slowly, over a period of time. Most 
of these investments would probably 
bring in their original cash value 
eventually, but could not be turned 
into ready cash immediately; they 
were “frozen assets.” And depositors 
were demanding that the banks pay 
back their deposits immediately. It 
was largely a question of time. If 
the banks could borrow enough money 
from some central organization to 
tide them over the emergency, they 
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could easily repay the loans at a later 
date. And their sound investments 
could be given as security for the 
loans. 

The Federal Reserve banks could 
not furnish the credit needed because 
they are not permitted to accept the 
types of security against a loan which 
the banks had to offer. A great cen- 
tral credit organization was needed, 
with sufficient funds to loan to all 
banks in danger. 


The National Credit Corporation 


The Government’s first national 
agency for emergency loans was a 
private bankers’ pool without Govern- 
ment backing. The President called 
together the nation’s leading bankers. 
They agreed to organize a coopera- 
tive credit agency. Capital was se- 
cured from banks all over the country. 
They pledged two per cent of their 
deposits to create this billion-dollar 
corporation. The National Credit 
Corporation was organized in Octo- 
ber and began work about November 
I under the direction of leading Wall 
Street bankers. Banks which the cor- 
poration considered essentially sound 
were given loans. In all, $15 5,000,000 
was loaned to 575 banks. 

The first effect of this move was 
greatly to increase public confidence 
and prevent a number of unnecessary 
bank failures. Bank closings fell from 
522 in October to 175 in November. 
But it soon became clear that the 
National Credit Corporation was not 
competent to handle the situation and 
reestablish confidence. Being a pri- 
vate organization, it was not ready to 
take the necessary risks. 
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The Reconstruction Finance 
Corporation 


In his address to Congress on De- 
cember 9, 1931, the President recom- 
mended that a Government financing 
organization similar to the War 
Finance Board be set up. Legislation 
was hastened and on January 22 the 
President signed a bill creating the 
Reconstruction Finance Corporation. 
Capital of $500 million was sub- 
scribed by the United States Treasury, 
and the corporation was permitted to 
secure $1,500,000,000 in addition by 
issuing its own notes. Thus a capital 
of $2,000,000,000 was made avail- 
able for loans to banks, agriculture, 
industry and commerce. 

Charles P. Dawes was appointed 
president of the corporation and the 
Secretary of the Treasury and the 
Governor of the Federal Reserve 
Board and the Farm Loan Commis- 
sioner are members of the board of 
directors ex-officio; the four other 
board members were appointed by the 
President. Since the corporation is 
an emergency measure, loans may 
only be for three years and can be re- 
newed only to five years. The cor- 
poration is to exist as a loaning agency 
for one year only, but the President 
may extend it to two years if neces- 
sary. 

Up to March 8, the corporation 
had loaned $183,800,000. Loans to 
255 banks totaled $61,800,000; to 
railroads $47,000,000; to agriculture, 
$75,000,000. 

This Government backing for our 
financial institutions has gradually re- 
newed confidence. In some cases the 
mere assurance of help to a bank was 
enough to ease a strained situation 
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and make actual loans unnecessary. 
By March bank failures were reduced 
to normal; records for the first 12 
days showed fewer failures than at 
any time in four years. 

Since the Reconstruction Finance 
Corporation is extending necessary 
loans, the National Credit Corpora- 
tion has ceased functioning. 


The Glass-Steagall Bill 


On February 27, the Glass-Steagall 
Bill was signed by the President, pro- 
viding additional resources for the 
banks. It amended the Federal Re- 


serve Act so as to make possible emer- 
gency loans from Federal Reserve 
Banks. There are two important pro- 
visions : 

First, it provides that groups of 
five member banks may borrow from 
any Federal Reserve Bank even if 


they do not have the kind of security 
to offer which has thus far been re- 
quired. As security they are to give 
a joint note promising payment. The 
loan must be approved by five mem- 
bers of the Federal Reserve Board in 
Washington. There is no time limit 
to this provision, but the rate charged 
for the loan is one per cent above the 
regular Federal Reserve discount 
rate, to discourage banks from using 
this privilege except in an emergency. 

In “exceptional circumstances” 
single member banks may borrow 
from Federal Reserve banks on their 
promissory notes, secured “to the 
satisfaction of the Federal Reserve 
Bank.” These exceptional emergency 
loans must also be approved by five 
members of the Federal Reserve 
Board in Washington and may only 
be made by the smaller banks with 
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capital under $5,000,000. This privi- 
lege terminates on March 3, 1933. 

These provisions give additional 
emergency resources beside those of 
the Reconstruction Finance Corpora- 
tion for banks in need. 

Secondly, the Glass-Steagall Bill 
frees certain gold reserves of the 
United States for use. It operates as 
follows: Federal Reserve Banks are 
at all times required to hold reserves 
of gold and securities behind the Fed- 
eral Reserve notes they issue (paper 
money) up to 100 per cent of the 
value of the notes. All notes in circu- 
lation must be backed by 40 per cent 
reserve of gold, but the other 60 per 
cent of the reserve may be in commer- 
cial notes, drafts, bills of exchange or 
acceptances. Only these specific kinds 
of security could be used, and since the 
supply was not enough to furnish the 
whole 60 per cent, the difference had 
to be made up by holding extra re- 
serves of gold. The Glass-Steagall 
Bill permits the Reserve Banks to use 
United States Government securities, 
such as United States bonds, for this 
60 per cent reserve against the paper 
money in circulation. (They must still 
hold a 40 per cent reserve of gold.) 
The amount of gold which could be 
freed for use by this provision was 
estimated at $700,000,000 in the first 
days of March. 

This new supply of free gold is 
important because foreign countries 
have recently been requiring large 
payments of gold from us. Since we 
have a far larger supply of gold than 
we need, these payments are in no 
way a danger to us. But when so 
large a portion of our gold was held 
in reserve against paper money, for- 
eign requirements put our Federal Re- 
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serve Banks under severe strain. So 
much so that France was said to find 
a threat to withdraw gold a very 
forcible argument in political negotia- 
tions. Now that the Glass-Steagall 
Bill is in effect we have no immediate 
cause to fear normal gold with- 
drawals. 


Summing Up 


The Federal Government has in- 
augurated three different measures 
in the last six months to restore our 
banking system to its normal function- 
ing. First, the National Credit Cor- 
poration, a cooperative bankers pool 
of $1,000,000,000 to make loans; 
this was succeeded by the Re- 
construction Finance Corporation, 
financed by the United States Treas- 
ury and permitted to loan up to $2,- 
000,000,000, to inaugurate a more 
vigorous policy of guaranteeing the 
nation’s banking resources. Third, 
the Glass-Steagall Bill to provide still 
further emergency resources and free 
large reserves of gold. 

These measures thus far have been 
effective in restoring one of the two 
chief functions of the banks. Failure 
of sound banking institutions has been 
checked and the public may again 
have confidence in the banks as safe 
places to deposit their savings. 

With the backing of Government 
resources the banks are now in a po- 
sition also to perform their second 
function in a satisfactory way: to sup- 
ply credit to business. But thus far 
they have not doneso. Business firms 
are still handicapped because they 
often can not get credit for sound busi- 
ness undertakings, and business re- 
covery is delayed. A courageous 
credit policy on the part of banks in 
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the coming months would stimulate 
business and hasten recovery. 


Bankers’ Responsibility 


The President’s Organization on 
Unemployment Relief made the fol- 
lowing recommendation in October: 
“Bankers of the United States may 
make their effective contribution to 
the national program for resumed 
normal activities through assuming as 
liberal and encouraging an attitude as 
possible toward the credit require- 
ments of their average customer. 
* ¥* ¥* Extension of existing 
loans and commitments for the future 
should be determined not alone by the 
showing made by (the firm’s) recent 
or current operating reports, but also 
after considering the broad underly- 
ing conditions * * * and the 
needs of the community.” 

When the President suggested 
Government financing and legislation 
to fortify the banks in his message to 
Congress on December 8, he described 
the purpose of the Reconstruction 
Finance Corporation as follows: 

“Its purpose is by strengthening 
the weak spots to thus liberate the 
full strength of the nation’s re- 
sources.”” It should be in a position 
to make advances “where such ad- 
vances will protect the credit structure 
and stimulate employment.” And on 
January 4, in a second message to 
Congress on the relief program, he 
describes the purpose of Government 
help to banks through the Finance 
Corporation: “To give confidence to 
agriculture, industry and labor against 
further paralyzing influences. By 
such prompt assurance we can reopen 
many credit channels and reestablish 
the normal working of our commer- 
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cial organization and thus contribute 
greatly to reestablish the resumption 
of employment and stability in prices 
and values.” 

These statements leave no uncer- 
tainty as to the reason for the Gov- 
ernment program of bank relief. If 
the banks now fail to carry out the 


AMERICAN FEDERATIONIST 


Government’s purpose by adopting a 
courageous credit policy and con- 
sidering the needs of the community 
when loans are asked, they are repu- 
diating their obligations to the coun- 
try. Millions who are suffering from 
unemployment and depression will 
hold them responsible. 


MARKET DAY 


It follows up the hill and down— 
The road that takes me into town; 


And, oh, it’s many lads I meet 
With smiles and glances bold or sweet; 


Eyes that are blue maybe, or black— 
But I am never smiling back. 


I have to hold my tongue and go 
As prim as if I didn’t know. 


Ah, dear, it’s hard—this being good— 
I don’t like doing what I should. 


My basket’s always heavy, too— 
I need a man’s strong arm, I do! 


I wonder why there’s any harm, 
When all the air’s so kind and warm, 


When smiling lads swing down the road 
And ask to help me with my load, 


In smiling back at them again— 
Not every time, but now and then? 


ABIGAIL CRESSON 





EMPLOYMENT GAIN LESS THAN NORMAL 


ARCH has not brought the 
M usual spring gain in employ- 
ment according to prelimi- 

nary trade-union figures for the first 
part of March, 1932. The decrease 
in unemployment shown by our 
weighted figures is only four tenths 
of one per cent from February to 
March, compared with nine tenths of 
one per cent last year, and 2.1 per 
cent in 1929. The weighted figures 
for the first three months this year 
are: January 23.1 per cent out of 
work; February, 23.0; March, 22.6. 
Our preliminary estimate of the 
total number out of work in the 
United States in March is 8,000,000. 
According to these figures, only about 
300,000 have returned to work since 
February. Even last year about 
500,000 unemployed went back to 
work between February and March. 
Neither industries nor farms have 
provided the usual number of jobs 
this year. Only about 175,000 have 
been employed on farms since the 
first of February, when the usual 
number taken back by March first is 
about 250,000. In industry, employ- 


ment increased by only about. 125,- 
000; while in 1929, railroads and fac- 
tories alone took back 160,000 from 
February to March. Forecasters of 
business do not expect spring seasonal 
activity to reach its usual proportions 
this year. 

These facts show clearly that we 
may expect relief needs to continue 
higher than ever this spring, not only 
because workers’ resources are ex- 
hausted, but because the unemployed 
are not finding even the opportunities 
they found last year for seasonal work 
in industry and farming. The UV. S. 
Children’s Bureau reports that relief 
given in 65 cities in 1931 was over 
four times that of 1929, and relief 
in December, 1931, was 75 per cent 
above December 1930. These re- 
ports give some indication of the 
need this spring, although we know 
that the relief given has been entirely 
inadequate to prevent the slow starva- 
tion which is undermining health and 
morale in millions of families. The 
time of danger is just ahead, when 
local funds will run out. Effort to 
keep our relief machinery functioning 


I. Unemployment by Trades! 
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must be greater than ever during the 
coming months. There can be no 
greater national task than to pre- 
serve the vitality of our people. It 
is the function of organized labor 
to lead in this task and in organizing 
community forces behind programs 
for relief. 

Only 12 of the 24 cities reporting 
to us show an improvement in em- 
ployment since February, and in six 
of these the gain is so slight as to be 


insignificant in comparison with the 
large number out of work. In build- 
ing, food industries, service trades 
and street transportation, unemploy- 
ment is still increasing (figures for the 
country as a whole). The clothing 
trades report a smaller increase in 
employment than is normal at this 
time of year. Railroads, water trans- 
port, theaters and manufacturing in- 
dustries report improvement, but too 
slight to provide work for many. 


Unemployment in Cities 
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CAMPAIGN OF UNION LABEL TRADES 
DEPARTMENT 


Joun J. MANNING 


Secretary, Union Label Trade Department, American Federation of Labor 


E ARE now well advanced 

in the third year of an eco- 

nomic and industrial depres- 
sion which has caused more human 
suffering and misery among our peo- 
ple than we have ever experienced, 
especially in times of peace. 

During all of this trying period, 
many of those in high official author- 
ity have scoffed at the idea that there 
is real suffering existing; but, from 
time to time, they have also told us 
that returning prosperity “is just 
around the corner,” always failing, 
however, to advise just where the 
corner was, also failing to deliver the 
promised prosperity. 

During the present session of Con- 
gress (after continued refusal by the 
President to convene Congress in spe- 
cial session) , remedial legislation was 
proposed by him for the banks, rail- 
roads and insurance companies, but 
the demand to enact legislation that 
would decrease the army of millions 
unemployed was ignored. 

Our wise national legislators seem 
to forget that the millions of dollars 
of the people’s money and credit thus 
placed at the disposal of big business, 
will not put one more mechanic at 
work, will not increase the tonnage 
carried by the railroads and will not 
put in operation any of the thousands 
of mills and factories now closed. 

What is necessary is the enactment 
of the legislation proposed by the 
Wagner or the Costigan-LaFollette 
bills, so that those now idle, through 


no fault of their own, could secure 
the employment for which they are 
pleading and demanding, thus start- 
ing a cycle of industry which would go 
a long way towards complete eco- 
nomic and industrial recovery. 

By the failure of Congress and the 
President to adopt and approve such 
legislation as that suggested, we have 
the anomolous condition of millions 
of our citizens in dire want and, at the 
same time, our granaries and store- 
houses are bursting with foodstuffs 
which no one can buy; the vaults of 
our banks (of course, excepting those 
that have failed because of exploita- 
tion or frozen assets), are filled with 
money, while mortgages on homes 
and farms are being foreclosed. 
There are millions of persons losing 
their life’s savings because of these 
conditions, yet we find our national 
legislators planning to place ad- 
ditional burdens on the people by in- 
creased taxes in order to “balance the 
budget.” 

Talk about Nero fiddling while 
Rome burned! That was a “pink-tea 
party” compared to the tragedy 
which more than forty millions of our 
citizens and their dependents are com- 
pelled to play through no fault of 
their own. 

The members of our great move- 
ment have played a heroic part dur- 
ing this trying period by resisting 
wage cuts, voluntarily reducing their 
own hours of labor so that their fel- 
lows could have, at least, part-time 


451 





452 


employment, and assessing them- 
selves to aid those entirely without 
employment. All credit to the noble 
men and women who have displayed 
this wonderful spirit of brotherhood. 
However, there is something else 
which can be done which will mate- 
rially reduce the sacrifices now vol- 
untarily being made and, at the same 
time, create more jobs for thousands 
now unemployed. 

If the same zeal, brotherhood and 
the true spirit of unionism are coor- 
dinated with our purchase power to 
aid our fellow members, there is not 
the slightest doubt that the result 
would be immediate reduction in the 
ranks of unemployed trade-unionists. 

Now is the time, as never before, 
when trade-unionists must display 
their loyalty to each other. Even 
though limited in purchase power, 
that power can be materially in- 
creased, the movement for human 
betterment solidified, employment 
created and distress and suffering re- 
lieved by refusing to spend money ex- 
cept for union labeled merchandise 
and union services. 

During the month of April, the 
Union Label Trades Department of 
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the American Federation of Labor is 
conducting a nation-wide campaign, 
urging organized workers to employ 
only union workers when they spend 
money earned under union conditions. 
By giving this movement whole- 
hearted support, the five millions of 
trade-unionists will not only remove 
thousands from the unemployed lists, 
but will aid materially in maintaining 
union standards of wages and work- 
ing conditions. 

T he trade-union movement has 
withstood many other depressions 
and attacks from hostile agencies. 
Do not despair nor be despondent, 
for both of these moods are the ref- 
uge of weaklings. To fight and re- 
sist all encroachments on social and 
industrial progress is the true spirit 
of militant trade-unionists. 

Armed with the great power of 
purchase and determined to help all 
trade-unionists, and a fixed policy 
that money will be spent only to buy 
union-labeled merchandise and union 
services, we can be powerful factors 
in sustaining the American Labor 
Movement now, during its period of 
stress. 
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Holyoke, Massachusetts 


HERE are 850 families re- 
ceiving aid from the welfare 
department of the city. Both 
public and private relief is totally un- 
able to take care of the situation. 
Work has been staggered among city 
employees and the casual labor, which 
barely keep the laborers on a subsist- 
ence level. There has been consider- 


able doubling up in living quarters. 
No evictions as far as we are aware. 
Every manufacturing establishment in 
the city has reduced wages, some as 
many as three times. 
ANTHONY RODGERS, 
Secretary, Central Labor Union. 


West Palm Beach, Florida 


Local relief dependent on public 
subscription and deduction from em- 
ployees wages. The system now used 
is cleaning lots for the city on piece 
work for which the worker is paid by 
the welfare department from dona- 
tions. An able-bodied man can earn 
$1.50 per day. Not more than one 
unit of $3 worth of work is given one 
family each week. 

Unemployment among municipal 
employees has increased about 35 per 
cent, and those employed have had re- 
ductions in earning and time employed 
about 20 per cent average; a direct cut 
from 5% to 18 per cent on the rate 
of pay and 10 per cent or more on time 
employed. 

The union scale, with the exception 
of city employees, has been main- 
tained. Unorganized labor has been 


cut from a very low scale of 40 cents 
an hour to, in some cases, as low as 
12% per hour. 
R. E. RAINeR, Secretary, 
Central Labor Union. 


Cleveland, Ohio 


The city through legislation has 
spent over $1,000,000 in local relief 
and this amount has not been sufficient. 
Cleveland has joined with other cities 
in the state to call a special session of 
the legislature for the purpose of pro- 
viding means through law whereby 
bonds could be issued for further re- 
lief this winter. So far, the commu- 
nity fund, the city and county joining 
in this relief work, we are taking care 
of over 14,000 families in Cleveland 
who are practically destitute and the 
number is increasing daily. 

There are many here who are will- 
ing to take advantage of a surplus of 
labor to reduce wages and many have 
been compelled to accept a severe cut, 
while the standards of work have been 
practically obliterated. Among the 
union men this is not the case, for in 
spite of unheard conditions with re- 
spect to work our union men are stand- 
ing loyally by their trade-unions and 
in all cases are keeping up their stand- 
ards even though they have been com- 
pelled to accept reductions in wages. 

Steamfitters, plumbers, tile setters, 
and a few others are assessing their 
working members to care for those 
unemployed. 

Henry W. Ralsse, 
Publicity Agent, 
Cleveland Federation of Labor. 
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Vallejo, California 


Vallejo is a Navy Yard town with 
approximately 20,000 population. 
The Navy Yard employs approxi- 
mately 3,000 people and one other 
Vallejo business employs approxi- 
mately 100 people. Of the 3,000 em- 
ployees of the Navy Yard approxi- 
mately 50 per cent are on a part-time 
basis. I am informed that the Navy 
Yard work will continue at the present 
rate until perhaps July 1. The build- 
ing trades craftsmen report approxi- 
mately 85 per cent of their men out 
of work. This is due to a very slack 
building period. We expect, however, 
that in the near future employment 
will pick up because of a new Vallejo 
post office job and the erection of some 
buildings at the submarine base on the 
Navy Yard. 

Several building trades mechanics 
have been compelled to lose their 
homes on foreclosures. Quite a num- 
ber of houses are vacant, but the rents 
are still up. 

C. S. BEARDSLEY, Secretary, 
Central Labor Council. 


Spokane, Washington 


Local relief is entirely inadequate. 
City Council voted bond issue of 
$130,000 additional yesterday. Mar- 
ried men with dependents and heads 
of families are given two days a week 
at $3 per day, payable half in gro- 
ceries (orders) and half in cash, as 
the law does not permit the county to 
use cash for this purpose. East Trent 
billet houses 800 to 900 unattached 
male residents and about 100 to 125 
transients daily. 

Bakers Union No. 74 is paying its 
unemployed members $6 a week and 
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larger payments when necessary. 
Other organizations make no weekly 
payments but generally take care of 
extreme cases. 

Typographical Union had the 5-day 
week in effect 90 days in 1931 and later 
voted on submitting a proposal for a 
referendum vote on whether to levy 
an 8 per cent assessment on earnings, 
with a choice of laying off two days a 
month or paying the assessment. 

ALBERT LESLIE, Secretary, 
Central Labor Union. 


Jackson, Michigan 


Our local, Bricklayers No. 15, is 
making every effort to care for its 
members. A year ago the bank where 
the union deposited its funds failed, 
and placed us in a very serious condi- 
tion. All work is rotated as much as 
possible where conditions warrant, 
large or small. If giving only one or 
two days a week it helps very much. 
Priority is given heads of families. We 
have taken care of our backward mem- 
bers and have paid their dues. At 
times we have carried as high as 60 
per cent. 

Where sickness occurs collections 
are taken up among those working 
each week to help the more unfortu- 
nate. 

On the whole this local is coming 
through in good shape with hopes that 
spring of 1932 will bring a change for 
the wage-worker. 

A. OTTOMAN, Secretary, 


Philadelphia, Pennsylvania 


In January the number of unem- 
ployed was estimated around 270,000. 
Ten million dollars has been subscribed 
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to the unemployment relief drive to be 
divided between the unemployment re- 
lief committee and several other social 
and charitable agencies. The amount 
is totally inadequate and is not ex- 
pected to last until the month of May. 
Over 40,000 families are being pro- 
vided for out of this fund with provi- 
sion orders from $1.50 to $6 per week 
and where there are children they re- 
‘ ceive several quarts of milk a day. 

In January, owing to the financial 
difficulties of the municipality to meet 
the budget, 1,000 city employees were 
discharged, with another thousand to 
follow. Those still in the employ of 
the city are facing a 25 per cent wage 
cut. 

FRANK Burcu, Secretary, 
Central Labor Union. 


Huntington, West Virginia 


The unofficial report on unemploy- 
ment is between 4,000 and 5,000 to- 
tally unemployed and between 8,000 
and 10,000 on part time. At our last 
meeting the delegates reported that 
some of the trades were out of work 
completely, and none of them reported 
over 50 per cent of their membership 
employed. 

The relief funds for the unemployed 
are inadequate as the drive made by 
the community chest failed by about 
45 percent. We do not know exactly 
what happens to those who do not get 
relief, but judging from the number 
of persons who are begging from door 
to door we suspect that they are able 
to eke out an existence through the 
sympathy of those who are willing to 


divide their last crust of bread with - 


someone in a worse condition. 
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Owing to the efforts put forth by the 
taxpayers league the city commission- 
ers laid a budget for the fiscal year that 
is too low for an efficient administra- 
tion and the results are as follows: The 
city fire department is composed of 88 
officers and men—they are compelled 
to lose two days each month without 
pay. The police department loses 
four days each month without pay. 

There have been about 5,000 fore- 
closures in the last six months includ- 
ing those foreclosed on deeds of trust 
and certificates held by bonding com- 
panies for improvements such as pav- 
ing and sewers. 

Efforts to lower wages on the new 
Veterans’ Hospital have not been suc- 
cessful, due to the fight put up by or- 
ganized labor. 

CHARLES R. Woop, 
Acting Secretary, 
Huntington Central Labor Union. 


Schenectady, New York 


Unemployed estimated at 15,000, 
remainder working two to four days 
a week. Both the General Electric 
and American Locomotive Company 
have reduced wages. The General 
Electric Company has abolished vaca- 
tions with pay and all overtime rates. 
All building trades have been notified 
of a 3344 per cent cut in wages. 

Unions have done everything pos- 
sible to keep members’ per capita tax 
paid and relieve distress among mem- 
bers. The revenue local unions are 


getting now will only take care of cur- 
rent expenses and the per capita tax 
of those not paying dues. Salaries not 
included in current expenses. 

Public and private relief is not ade- 
quate. There is one source of relief, 
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not reported, which is possibly the best 
of all—that being done bythe churches 
of all denominations. 
M. W. Co ..ins, Secretary, 
Trades Assembly. 


Geneva, New York 


A survey made by the United Wel- 
fare Council some two months ago dis- 
closed that there were approximately 
700 more people unemployed than at 
the same period last year. The situa- 
tion in the building trades continues 
with approximately 60 per cent unem- 
ployed. A subcommittee of the Wel- 
fare Council has opened a store from 
which vegetables, coal, et cetera are 
given to the needy on order of any re- 
lief organization. 

There is no unemployment as yet 
among the municipal employees, but 
it is dificult to prophesy what will hap- 
pen to them if the city is unable to bor- 
row money. The question of credit is 
seriously affected by the fact that tax 
collections were 35 per cent below nor- 
mal in 1931. 

Wage reductions have been made in 
practically all our industrial plants, 
and one plant, a branch of the United 
States Radiator Corporation normally 
employing about 150 men, has closed 
indefinitely. The building trades were 
requested by the builders association 
to accept a wage reduction of 20 per 
cent, but this request was temporarily 
suspended. 

F, J. BEATTY, Secretary, 
Geneva Federation of Labor. 


South Bend, Indiana 


Majority here working three days 
a week on every other day schedule. 
Moving-picture operators, also bill 
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posters, typographical and garment 
workers share work. Ten teaching 
jobs were abolished. Mayor plans re- 
tirement of twenty firemen and seven 
policemen. Women have been sta- 
tioned at schools to prepare and fur- 
nish warm meals to needy children. 
Township has added two physicians to 
care for destitute patients. All local 
banks cut interest rates on savings ac- 
counts to 3 per cent instead of 4 per . 
cent. 
Mary L, GARNER, Secretary, 
Central Labor Union. 


Niles, Ohio 


Niles has spent $50,000 for relief 
in the past year with funds now ex- 
hausted. City officials have visited the 
governor in the past few weeks and 
are holding meetings to plan the next 
steps. One-half of the police force 
and part of the fire department were 
laid off year ago. Warren has closed 
two fire stations and laid off eight fire- 
men and six policenien last week. We 
have two plants here that employ over 
a thousand men that have not turned a 
wheel in two years. 

GeorGE H. GREBHARD, 
Secretary, Trumbull County 
Central Labor Union. 


Spartanburg, South Carolina 


We have about 900 registered at 
the employment bureau. These men 
are placed on the different jobs as they 
are called for. There has been a can- 
vass made by a committee from the la- 
bor body and other organizations that 
are working with the central body, as 
a result of which $70,000 has been 
pledged by the citizens of Spartan- 
burg. 
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Labor was successful at Columbia 
in having all union carpenter men 
placed on the government hospital 
there. 

The textile mills in this community 
are working full time, but the wages 
are low, running from $6 to $12 a 
week of 55 hours. 

The Taylor Coquette Company 
here have put their employees on a 5- 
day week, 8-hour day. The plant here- 
tofore has been operating 6 days per 
week, 10 hours per day. 

A.’R. Wuitep. 


Selma, Alabama 


Public school personnel maintained 
but a 10 per cent cut in salary. City 
employees retained and no cut in wages 
to date and none contemplated. 

Two cotton mills shut down and the 
bagging mill running short handed 
with a wage reduction. 

Building trades have in sight in next 
thirty days two residences, one $35,- 
000 and one $17,500, skating rink 
about $12,000, and other small jobs 
totaling about $75,000. Union men 
are maintaining wage scale. 

Local relief fair. Just getting by 
describes it. A great deal of back door 
feeding of transients. Children given 
one meal in schools with no charge to 
needy. 

H. A. Jarvis, Secretary, 
Central Labor Union. 


Altoona, Pennsylvania 


In the past month unemployment 
has increased 25 per cent. The fol- 
lowing is the latest report of the emer- 
gency relief committee: 

The emergency relief committee, 
since it began functioning last Decem- 


457 


ber in caring for the unemployed and 
needy families of Altoona and its vicin- 
ity, has registered 1,728 men and wo- 
men, desirous of working for a liveli- 
hood, gave employment to 1,148 and 
expended $32,373.15 in relief. 

By audit the following status of 
fund: Total subscriptions, $146,- 
506.01, less P. R. R. fund, $36,406; 
balance of $110,100.01 in emergency 
fund; total subscriptions received to 
January 31, 1932: $45,429.36; total 
funds distributed to January 31, 1932; 
$32,621.15. 

Registered and investigated as fol- 
lows: Total registration, 1,728; em- 
ployed, city project No. 1, 162; city 
project No. 2, 270; city water depart- 
ment, No. 1, 151; city water depart- 
ment No. 2, 174; county of Blair 
roads, 214; Altoona schoc' district, 
34 women, 30 men; middle division, 
19; hospitals, 19; headquarters and 
otherwise, stores, 27; office, 23; cloth- 
ing roomsy16; miscellaneous, 9; total 
employed, 1,148. 

Rejected, 208; reserved, 209; re- 
investigated, 62; not investigated, 20; 
duplicate, several of one family reg- 
istered, 81; total unemployed on list, 
580. 

Eight thousand distressed persons 
have been supplied with wearing ap- 
parel and amount of money expended 
has exceeded the sum budgeted. The 
following clothing has been distrib- 
uted: Shoes, 520 pairs; 100 dozens of 
men’s union suits; 172 men’s work 
shoes; 144 women’s shoes; 184 chil- 
dren’s shoes; 515 men’s trousers; 5 
dozen sweaters; 500 shirts; 25 dozen 
boys’ blouses; 15 dozen girls’ dresses; 
50 dozen children’s union suits; 2,000 
pairs of stockings; 20 dozen gloves. 
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Coal, fuel and milk : Coal, 644 tons, 
at a cost of $1,775.46, and 5,792 
quarts and 218 pints of milk at a cost 
of $678.96. Coal is a problem; the 
amount distributed fails to give proper 
relief. 

It is pointed out that the city of 
Altoona has benefited to the extent of 
$8,503 worth of labor; the county of 
Blair $3,739; Altoona city schools, 
$776; 209 families are being sheltered 
in homes that have become distressed. 
Single men who are aiding are being 
given recognition and an opportunity 
to earn and pay something for shelter. 
Redeemed coupons redeemed at store- 
house in January amounted to $16,068 
and on an average of $650 daily. 
Many families are facing evictions. 
Landlords are prevailed upon to defer 
evictions until April. Rents can not be 
paid from funds, whereas, not enough 
funds to give food. 

Joun F. WELLER, Secretary, 

Central Labor Union. 


Clinton, Iowa 


Conditions are getting worse each 
month. Estimate of unemployed at 
present time about 2,000. Many of 
those employed only working part 
time. 

Local relief is totally inadequate. 
City and county have reached limit of 
indebtedness under the law. County 
poor relief already over $35,000 in 
the red. During 1931, the county 
spent $38,000 on poor of Clinton, and 
the report shows they assisted 3,315 
heads of families, 8,119 dependent on 
family heads—11,634 dependents— 
nearly one-half of our population. Our 
community chest drive was a failure. 


The chest had $13.25 on hand on Jan- 
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uary15. Realizing the desperate situ- 
ation the Ministerial Association at its 
last meeting decided to solicit funds 
themselves. We have two soup kitch- 
ens running here supported by the 
unions, but people can not live on soup 
alone without detriment to health. 
You can’t get a job no matter how 
cheap you are willing to work. 
GeorGE C, CAMPBELL, Secretary, 
Tri-City Labor Congress. 


Muscatine, Iowa 


Unemployment steadily increasing; 
600 applications already filed with our 
local emergency employment commit- 
tee, and more being added each day. 

In most cases reserves entirely ex- 
hausted. Such as have any reserve 
are eliminated from consideration by 
our committee as our funds are inade- 
quate to take full care of even the 
pressing cases. 

All municipal employees have been 
kept at work and care has been taken 
not to disturb their employment or 
wage scale. There has been splendid 
cooperation between the city govern- 
ment and the committee. 

Nearly all employees in the city 
have been the victims of wage cuts dur- 
ing the past few months. Cuts range 
from 10 per cent up. 

One of our four banks failed and 
added to the acuteness of the situation. 
Several retail business houses have 
been forced to close. The fact that 
we have had little cold weather so far 
this winter has helped a little in a very 
bad situation. 

A.L. St. Denis, Secretary, 

Muscatine Trades and 
Labor Assembly. 





TRADE UNIONS REPORT 


Portland, Oregon 


Secretary Anderson of the Portland 
Central Labor Council, follows up his 
report of last month with more de- 
tailed information as to what Portland 
unions are doing for their members. 

Mailers Union No. 13: This union 
has had a plan in operation for four- 
teen months. The plan provides that 
all regularly employed members lay 
off in alphabetical order to supply un- 
employed members with four days’ 
work each week. This plan has re- 
quired an average of about two days 
per month to be given out by each of 
the regularly employed members. 

Street Carmen’s Local No. 757: 
Three hundred of the platform men 
are taking an additional day off each 
month to provide work for 40 addi- 
tional members. 500 trackmen, shop 
men and barn men are working four 
days per week to provide work for 
65 additional members. Relief funds 
established at the various car houses 
where members of the division volun- 
tarily contribute 25 cents each month 
to take care of members less fortunate 
and this local is doing all that is 
possible to relieve distress among its 
members. 

Motion Picture Operators No. 159: 
This local for the past several months 
has been taking care of its unemployed 
members by guaranteeing a minimum 
salary of $25 per week. Any member 
not making this amount of money is 
given the amount from the local treas- 
ury. These funds are raised entirely 
from an assessment placed on the 
working members of the local. 

Webb Pressmen’s Local No. 17: 
This local union has enacted a law 
compelling all of its members who 
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have a six-day situation to lay off one 
day each week, thus providing work 
for the substitutes. 

Electrical Workers No. 125: This 
local has a membership of 550 and 
while we have adopted no definite plan 
to care for the unemployed, we have 
adopted the 5-day week and in some 
cases the four-day week. At present 
85 per cent of our membership are 
working the 5-day week. 

Electrical Workers No 48 (inside 
electrical workers) : We do not have 
an unemployment fund but for years 
have had a sick benefit fund whereby 
members becoming sick or incapaci- 
tated in any manner may receive $10 
a week for 13 weeks if they should 
happen to be disabled that long We 
also help pay the dues of all members 
who are unable to meet this obligation. 
At present we are negotiating a new 
plan which is called the cooperative 
work plan and hope this will create a 
considerable amount of wark when it 
is thoroughly established. 

District Council of Carpenters: We 
have had for several months an assess- 
ment on each member for every day’s 
work and our committee man is em- 
ployed to give assistance to any mem- 
ber whom he considers in immediate 
need to the extent that our general 
fund will permit. 

Railway and Steamship Clerks, 
Local No. 1308, also share work. 

Municipal Employees Union 483 
agreed upon a plan for the dona- 
tion of one day’s wages per month 
for a period of six months, to take care 
of the 200-odd city employees who 
would be laid off during the winter 
months. The fund raised amounts to 
$11,000 per month. 





FROM THE ATLANTIC TO THE PACIFIC 


North Atlantic Section 


ROM Saint John, N. B., James 
Fa Whitebone reports that a car- 

penter, who spent 15 years of his 
spare time building a home, is about 
to have that home sold for taxes. A 
machinist, who had worked steadily 
at his trade for 11 years, has sold, bit 
by bit, his household effects, his wife’s 
jewelry and his car, and has at last 
been forced to seek relief from the 
Commissioners of the Poor. Food 
and fuel are being furnished the un- 
employed by the Commissioners of the 
Poor and clothing by the Red Cross; 
but there is no provision for the pay- 
ment of rents. Practically every union 
in this locality has some sort of plan 
for sharing available work with un- 
employed members, but with only 
25 per cent of the members work- 
ing there is still great suffering. All 
municipal work is done on the 6-day 
basis. Local employment office main- 
tained jointly by the civic, provincial 
and federal governments. It has been 
functioning in a highly satisfactory 
manner and what little work there is 
has been distributed fairly. A splen- 
did modern vocational school is main- 
tained in the city and local labor has 
an arrangement with the director 
whereby classes of all sorts can be 
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established at any hours, day or night, 
to suit the convenience of the workers. 


At Rutland, Vt., most of the labor- 
ing men are broke and in need of help 
and all tradesmen are idle and no 
work in sight, writes C. H. Ward. 
What relief there is is poorly dis- 
tributed. Business is all for wage cuts 
and some are paying as low as 20 cents 
an hour. 


Several produce dealers at Marl- 
boro, Mass., have had to close up 
their business on account of loss of 
trade, writes John T. Tucker. A 
large number have lost their homes 
because they could not meet their pay- 
ments. A lot of dissatisfaction exists 
in the welfare work because it has been 
found that a number who had con- 
cealed property were receiving aid. 
All our unions except the shoe work- 
ers are out against a 20 per cent re- 
duction in wages. We have been on 
the 5-day week for over a year and 
the employers voluntarily granted the 
short week about two years ago. We 
have had to abandon our efforts in 
workers education on account of our 
financial condition. We use our money 
to help our members to keep in good 
standing in the unions. 
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There is plenty of suffering and 
many are in the bread line at Provi- 
dence, R. I., writes James J. Carroll. 
The street carmen have asked the 
company to put them on the 5-day 
week so as to keep more men working. 
The building trades are having their 
contracts ignored and wages cut. The 
painters have just received a 20 per 
cent wage cut. Men are being hired 
at the prevailing rate of wages until 
they earn $15 and then another gang 
takes their place. The engineers have 
motion pictures once a month pertain- 
ing to their craft. The Central Labor 
Union had its first educational meet- 
ing at which city solicitor, Francis 
J. McCable, spoke. His subject was 
“How to Run a City Government.” 
At our next meeting we are going to 
have a speaker from the American 
Legion. 


It is hard work for the unions to 
hold together at Altoona, Pa., as 
the members have scarcely any work 
and can not pay their dues, writes 
J. H. Imler. Provision for relief 
seems to be adequate for the present, 
but at the rate the number needing 
assistance is being added, I don’t be- 
lieve it will be ample for the rest of 
the year. No improvement of condi- 
tions is in sight. Our public employ- 
ment office is not able to do much, as 
for every job available there are about 
ten men ready and willing to fill it. 


Lack of work has been felt so 
severely by many at Altoona, Pa., that 
they have lost their homes, writes 
John F. Weller. Printers, motion- 
picture operators and stage employees 
are sharing what work they have with 
their fellow craftsmen. Municipal 
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employees are on the three days a 
week and 8-hour day schedule. 


The Chamber of Commerce at 
Sharon, Pa., is trying to work out the 
Rochester Plan, but so far has not 
done much, writes L. M. Snyder. Mr. 
Solenberger, secretary of the Chil- 
dren’s Society, will speak on the effects 
of depression on child welfare work, 
and Mr. Waldkoenigs on family serv- 
ice in the depression. Carpenters, 
bricklayers, painters, electricians and 
lathers have the 5-day week. An em- 
ployment office is open for the building 
of a dam about 22 miles from here 
and they have given work to nearly 
300 persons working the 9-hour day. 
Carpenters on this work get 60 cents 
an hour; laborers, 35 cents and 85 
cents per day for board and lodging. 


D. J. McGuinnes, a boilermaker at 
Hoboken, N. J., reports that the 
boilermakers are about broke through 
their long siege of idleness. Provi- 
sions for relief are adequate to take 
care of those in need. We have an 
employment office where men secure 
county work. 


South Atlantic Section 


Two of the most acute cases from 
lack of work at Asheville, N. C., are 
those of a carpenter and a bricklayer, 
the latter having passed over the great 
divide from heart failure caused by 
grief over no work and his wife and 
babies being hungry and without shoes 
and clothing. The carpenter is now 
in a mission hospital with no hope of 
recovery, caused by loss of employ- 
ment and the consequent suffering of 
his wife and small family. The wife 
is keeping the home together on a 
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mere existence basis by working as a 
clerk several days a week. The city 
and county have asked permission to 
increase budgets in order to help keep 
charity organizations functioning. 
Both governments are practically 
bankrupt and can not give the needed 
help. Where possible employed mem- 
bers pay the dues of members out of 
work. Often when work is secured 
the pay is as low as 10 cents an hour; 
in some cases a meager amount of 
groceries is given for work done with 
a little cash for necessary clothing.— 
CLyDE CASCADDON. 


C. W. Bolick of Greensboro, N. C., 
reports five cases where the men—all 
good workmen, good citizens and 
good fathers, all having a family of 
from one to five children—because of 
having no work, have lost part of their 
household furniture, have been evicted 
from their homes and who now have 
no job, no money and no clothes. 
Provisions for relief are inadequate. 
Some of the textile mills have put on 
a few night schools. 


several 


Through unemployment 
trade-unionists at Winston-Salem, N. 
C., have lost their homes, credit and 


savings, writes G. V. Kite. We are 
promised adequate relief, but our re- 
lief problem is less acute here than 
some places, due to abundant food 
crops last year and the good efforts 
of city officials. Printers, bricklayers 
and painters share employment. 


At Langley, S. C., many of the 
poor, unfortunate textile workers, 
who even at the low wages received 
tried to put by a little for a rainy day, 
are now losing all through bank fail- 
ures, reports G. W. Anderson. We 


have some old men and widowed 
women who have toiled all of their 
lives to save small amounts for their 
times of need and now are destitute 
due to bank failures, and are unable 
to secure work because of age. And 
now our Congress seems to think that 
the only ones that really need help by 
appropriations are bankers and indus- 
trial management, and these appro- 
priations are usually used for some 
kind of construction work which van- 
ishes in profit to the contractors and 
labor is still on the outside. No at- 
tention is being given to the idle here 
except by the local unions. Our in- 
dustrial management is trying to shut 
down the schools for a year. 


All the railway shop crafts at 
Spartanburg, S. C., are sharing work 
with their fellow craftsmen, writes 
F. M. Easterlin. Our public employ- 
ment service is doing good work. An 
expert from Clemson College, a state 
institution, is conducting a class of in- 
struction for painters. A campaign 
has just been concluded to get every 
property owner to make necessary re- 
pairs which resulted in about $70,000 
worth of pledges. 


A. R. Whited reports from Spar- 
tansburg, S. C., that the people who 
bought their homes through the local 
building and loan associations have 
not lost them, due to the leniency of 
the building associations. Carpenters, 
plumbers and railroad employees are 
sharing work with their fellow crafts- 
men. Carpenters and railroad em- 
ployees work 5 days a week, but the 
city employees do not. We are hold- 
ing meetings every place where there 
are employees unorganized, especially 
in the cotton mills. 
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One of our active union painters at 
St. Petersburg, Fla., has mortgaged 
his home and furniture and is unable 
to find work; another who owned a 
large paint store lost it and is about 
to lose a very fine home and has ap- 
pealed to the writer for aid from pub- 
lic funds. Another union painter is 
working on the city weed gang for $1 
worth of groceries per day. A union 
carpenter and builder lost his home 
and rent houses. He is now raising 
vegetables on land loaned by a sym- 
pathetic friend. He is a highly edu- 
cated man with all his resources tied 
up in closed banks and loan companies 
and is peddling a small article and 
living on about 50 or 75 cents a day. 
He is 73 years of age. The city re- 
cently put on an unemployment relief 
drive, with organized labor taking an 
active part. The goal was set at 
$25,000 and $26,100 was raised in 
cash and pledges. Union printers on 
the St. Petersburg Times have all ar- 
ranged to take a holiday of two weeks 
in turn to give subs a chance to get in 
a little time. This arrangement is to 
go into effect almost immediately. 
The clearing of the site for the 
$1,000,000 National Soldiers’ Home 
began recently. Several white and 
colored gangs are working in double 
shifts. The construction work may be 
done in double shifts to give men more 
employment. Only home labor is to 
be employed according to the con- 
tractor’s agreement with the Home 
Patronage Committee. The writer 
arranged to have representatives of 
all the union crafts in St. Petersburg 
and Clearwater interview James lI. 
Barnes, general contractor, and he 
promised to use union craftsmen. Our 
city public employment bureau listed 
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7,500 out of work. We have a very 
large and growing vocational school. 
The teachers in this school are quite 
friendly to union labor and its ideals 
partly because of the support that the 
school has had from organized labor 
and the labor press.—V. S. HERRING. 


J. W. Sherman reports that at 
Tampa, Fla., very few organized 
workers have lost very much, but out 
of the ranks there are a great many 
who have lost all and some who are 
destitute. Provisions for relief are 
inadequate. There are no agree- 
ments with any firms here that provide 
for a shorter work day. Municipal 
employees are working the same hours 
as ever and have had a 10 per cent 
reduction in wages. Their public em- 
ployment office is functioning very . 
well. 


At West Palm Beach, Fla., all labor 
organizations and the Chamber of 
Commerce are working with a united 
front to have people do all jobs 
needed so as to relieve unemployment. 
The building trades are for the 6-hour 
day with no reduction in scale for all 
new agreements. The Central Labor 
Union has been on the job for some 
time to see that children are kept in 
school and will continue their efforts 
along this line. The State Federation 
of Labor is making a strenuous effort 
to secure our friends in all city, county 
and state offices. Elections begin in 
April.—DanieL C. BATSON. 


Middle Western Section 


At Winnipeg, Canada, the Civic 
Unemployment Committee reduced 
the food allowance to married fam- 
ilies 7 per cent, which brings it to a 
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mere existence level, and it is now 
forcing those in receipt of relief to 
sign a note promising to repay all 
money spent on relief. This is not a 
legal document (the city treasurer 
being the one to say the amount 
owing) and the amount stated by him 
is recoverable at law the same as any 
other debt. The Trades and Labor 
Council is seeking legal advice on this 
condition to see what can be done.— 


W. E. Stusss. 


It is reported that many workers 
at Hamilton, Canada, have suffered 
through loss of work and lost their 
homes, their insurance and are down 
and out. The city council has ex- 
pended in the last year over $500,000 
in direct relief and $2,000,000 in re- 
lief work. Men are given three days 
work in alternate weeks. The print- 
ers have spent $2,500 for relief. This 
money has been raised by assessments 
of $1 per week on members earning 
$35 and 50 cents on members earning 
$18 and over. Benefits are $10 a 
week to married men and $5 to single. 
Eight hours per day and Saturday 
half-holiday is the prevailing time 
here. The employment service is 
operated jointly by the province and 
the dominion and reports indicate 
quite a number of placements.—E. W. 
A. O’DELL. 


E. M. Curry reports that at Kala- 
mazoo, Mich., many working men 
have lost their homes and many have 
borrowed money on their furniture 
and also have lost that. Relief here is 
just about enough to keep people from 
starving. 


From Lake Geneva, Wis., comes 
word that 1,000 letters have been 
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mailed out because the residence of 
Mr. E. H. McCarty being built here 
was let to a nonunion firm and all labor 
from outside of this town will be em- 
ployed. Mr. McCarty is president 
and general manager of the Nash 
Motors Company and we feel that 
home labor should be used. So far 
provisions for relief have been ample. 
Painters, carpenters and building la- 
borers have agreements for the 5-day 
week and municipal contracts on build- 
ings call for the 5-day week.— 
CLAUDE Downes. 


Many complain that the food fur- 
nished by the county outdoor relief at 
West Allis, Wis., is of a very inferior 
grade. The Federal Labor Union 
divides its work among its members 
so that all may have a chance at em- 
ployment. We have a vocational 
school here. 


Akron, Ohio, is giving two days 
work per week at 50 cents per hour to 
the unemployed, writes D. W. Held. 
Up to the present we have been able 
to take care of those in need. The 
city maintains the 48-hour week. 


Stanley Ogg reports that he could 
write for days on the number of per- 
sons at Hamilton, Ohio, who have lost 
their homes, their savings, their every- 
thing and are now totally broken. 
One case that stands out particularly 
is that of a highly skilled workman, 
who three years ago was earning be- 
tween $50 and $60 per week. He was 
a sober, steady worker and, besides his 
wife, has five small children, ages 
ranging from 3 to 16 years. Three 
years ago he possessed a moderate- 
priced automobile and had his home 
about one-half paid for and he and his 
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family felt secure. —Then employment 
fell off and he worked short time for 
a while and finally was without any 
empoyment. Because of the fact that 
he partly owned property he was re- 
fused relief from the relief agencies 
and at last secured employment from 
the local relief committee. This work 
being finished last spring he was again 
laid off and since has been unable to get 
anything to do. He next sold his auto- 
mobile for far less than it was worth 
to buy food for his family, and lost his 
home because he could not make the 
payments, and at present is living in 
one of the poorer sections of the city, 
and has become a very hard drinker 
and associates with people whom he 
would have shunned three years ago. 
It is a common thing to see his name 
in the press among those arsested on 
intoxication charges. No amount of 


urging will bring him to realize that 


he is making matters worse rather 
than better, and he maintains the atti- 
tude of a broken, discouraged man. 
Although several committees are func- 
tioning for relief purposes and every- 
thing possible has been done to relieve 
the situation, yet there is still hunger 
and want present. The greater num- 
ber of employers employ their work- 
men through their own employment 
offices and refuse to cooperate with 
the public employment office. 


The Evening Independent paper at 
Massillon, Ohio, published the sale 
of ten homes by one building and loan 
association for failure to meet pay- 
ments, writes H. P. Coleman. Pro- 
visions for relief are inadequate. 
Plumbers are sharing work with their 
fellow craftsmen. Mr. P. L. Schrock 
and the writer are working for the 
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6-hour day. The public employment 
office is functioning very well. 


Springfield, Ohio, has long been 
noted as a city of home owners. 
Building and loan associations have 
been active in prevailing on wage- 
earners to “buy their homes.” The 
long-continued industrial depression 
has caused many of these home own- 
ers to default in payments on their 
homes, and the building and loan as- 
sociations are foreclosing mortgages 
in constantly increasing numbers, with 
the result that wage-earners are losing 
their lifetime savings that they have 
put into such homes. The typograph- 
ical union in the last month advanced 
one of its members money to pay taxes 
and protect his home. The building 
and loan companies’ assets are in a 
frozen condition. They permit nomi- 
nal withdrawals—about $10 a month 
—and then only on application. The 
local labor movement is cooperating 
with relief-giving agencies and the 
Springfield Unemployment Commit- 
tee is devising plans to alleviate dis- 
tress and secure jobs for wage-earners. 
It is also associated with the Legion 
drive. Some headway is being made. 
The relief-giving agencies are taxed 
to their utmost to handle the local sit- 
uation. Recently the Fraternal Order 
of Eagles instituted a “Good-Will 
Barrel” campaign by placing barrels 
in more than 200 grocery stores for 
the purpose of collecting foods and 
distributing it to needy persons. The 
International Harvester Company se- 
cured plots of ground which it turned 
over to its employees to cultivate. 
Wage-earners have exhausted their 
savings, and unless there is an immedi- 
ate turn for the better, local relief 
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Family Credit 
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When a man has borrowed 
$200 from Household Finance 
Corporation to pay his press- 
ing debts, he has reduced his 
current indebtedness from $200 
to $10 or $15 a month. Having 
discharged his demand debts, 
he will have available for cash 
expenditures all but a small 
portion of his income in suc- 
ceeding months. He repays 
the loan in twenty equal 
monthly installments of $10 
with carrying charges averag- 
ing $2.63 a month. 


Thus, taking advantage of a 
loan is not equivalent to “rob- 
bing Peter to pay Paul,” nor 
yet is it equivalent to a mere 
postponement of the evil day 
when payment comes due. It 
means that for all practical 
purposes the man is back ona 
cash basis with the merchants 
from whom he and his family 


purchase their daily necessi- 
ties. 


Household Finance Corpora- 
tion’s loans are made primarily 
for the purpose of helping 
families get out of debt. In 
more than eighty per cent of 
the cases loans are made to 
pay off insistent creditors. 
They relieve creditors of col- 
lection expense and debtors of 
the worry that comes from col- 
lection pressure. They are 
made on terms adjusted to 
paying capacity in order that 
repayment will not interfere 
with the maintenance of living 
standards. The plan requires 
budgeting of expenditures to 
come within normal income. 
Household Finance Corpora- 
tion has developed a technique 
of lending, budgeting and col- 
lecting which salvages fami- 
lies whose credit relations 




































tk 


be 
th 


cl 
to 
cl 
ro 
in 


bt 











with merchants have become 
strained, but who are capable 
of cultivating better paying 
habits when shown how this 
may be acomplished. 


Personal financeisanagency 
for the rebuilding of credit. 
Not often does a loan create a 
new debt where none existed 
before. The fundamental pur- 
pose is to refinance and amor- 
tize credit already granted by 
merchants, landlords, and 
others. 
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Merchants who understand 
this fact arebeginning to adopt 
a policy of cutting off credit 
when a customer’s account first 
becomes delinquent, assuring 
the customer that the account 
may be reopened as soon as 
the bill is paid. Such mer- 
chants insist that when a cus- 
tomer is unable to pay from 
current income, he should bor- 
tow and pay the cost of carry- 
ing the credit he is using. 
Merchants with this policy are 
not among those who fail in 
business each year because 
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they invest too much of their 
capital in goods for which 
their customers do not pay 
cash. 


The time is rapidly  ap- 
proaching when it will be con- 
sidered as essential for the 
consumer to have a line of 
credit as for merchants them- 
selves to keep their bills paid 
with the aid of bank loans. 
Irregularity of income and 
variation in needs are even 
more recurrent in family life 
than in business. Occasionai 
use of personal finance credit 
should be accepted as evidence 
not of improvidence, but of 
determination to keep the 
family’s debts on a payable 
basis and to protect the in- 
terests of creditors. 


HOUSEHOLD FINANCE 
CORPORATION 


919 North Michigan Avenue 
Chieago, Illinois 


Reprints of this series of advertise- 
ments will be iled on req t 
to the Division of Research 
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agencies will be unable to cope with 
the problems which confront them. 
Unions are working on the voluntary 
5-day basis and in some instances 
seven or less hours per day in order to 
spread work. The city has adopted 
the stagger system for its outdoor em- 
ployees. Regular employees in police, 
fire and other departments are taking 
a voluntary reduction of one day’s 
wage a week, thereby not disturbing 
basic rates.—C. E. RIcH. 


In East St. Louis, Ill., many per- 
sons, through unemployment, have 
lost everything they had and are now 
living in shacks on the river or any 
place where they can pitch a tent, 
writes F. R. Rauch. The community 
fund can not supply enough food and 
clothes. The public employment of- 
fice can not find jobs. 


H. F. Dabney of Harrisburg, IIl., 
who has been working in the coal 
mines since 1893, reports that he has 
never seen as many men broke and in 
debt as at present, and that each week 
the number increases. The clubs and 
the churches have put up soup kitchens 
and they are increasing daily in num- 
bers. Some of the stores work their 
clerks 12 to 14 hours for $1 or $2 a 
day. We are having mass meetings as 
all one hears here is wage reductions 
from the small business men. 


Elkhart, Ind., is a town of 3,200 
people, and A. Zollinger reports that 
they have 491 empty houses, which is 
about 300 over normal times. Sev- 
eral factory and store buildings are 
empty also. The chain stores are 
leaving town. Motion-picture opera- 
tors share work with their fellow 
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craftsmen. Municipal contracts do 
not call for the 5-day week. Our pub- 
lic employment office has listed 2,600, 
among whom are 460 women. About 
1,500 are getting from $2.80 to $5.60 
a week. The city so far has spent be- 
tween $35,000 and $40,000. 


From South Bend, Ind., comes 
word that there is a rumor that plans 
are being made to make it easier for 
those with mortgages on homes. 
Many workers have debt obligations 
impossible to meet, owing either to 
unemployment or part time or wage 
reductions. There are continual re- 
ports of workers being laid off or put 
on very slack time. The county is 
trying to float $50,000 in poor-relief 
bonds, and to date has disposed of 
some $28,000 of this amount. The 
school board is considering putting 
teachers on day work plan for the next 
school year.—Mary L. GARNER. 


Joe McCormick sends in word that 
at Cedar Rapids, Iowa, there are 
numerous cases of wage-earners who 
will lose their homes and all equities 
because they can not find work or bor- 
row money. The citizens free employ- 
ment bureau works in conjunction with 
the unemployment relief committee 
organized through the chamber of 
commerce. Many are still out of 
work. All federated crafts are con- 
tributing as individuals to unemploy- 
ment relief committee and those who 
are working give one day’s pay a 
month. 


At Des Moines, Iowa, W. B. Ham- 
mill reports that since January 11, 
1932, they have served 10,745 meals 
to the unemployed. The relief sta- 





ORGANIZATION 469 


tion is now being operated by groups 
of citizens because the social service 
agencies could not meet the require- 
ments. Through voluntary donations 
seven soup kitchens are being oper- 
ated for children and their parents. 
The building trades have the 5-day 
week; the printing trades, the 44-hour 
week; street carmen, 4114 hours and 
municipal employees, the 5-day week. 
Most of the above craftsmen take an 
extra day off to help their fellow work- 
ers. Thelocal consumers (Rochdale) 
store has a committee that speaks at 
local union meetings on the advantage 
of this method of commercial opera- 
tions over that of the competitive 
scheme now in vogue. Aside from 
that no special work is promoted at 
this time. 


Sioux City, lowa, is doing all it can 
to create municipal work and is em- 
ploying 1,000 men part time, writes 
Chas. N. Savage. The community 
chest fund was partially raised by com- 
pulsory methods. There has been no 
tendency to shorten work hours. 


At Jackson, Tenn., the city charity 
board, with all crafts helping, is taking 
care of the needs of the unemployed, 
writes W. I. Carrington. Several 
families have lost their homes because 
they could not meet the payments. Our 
contracts for municipal work call for 
the 5 14-day week. 


From Muskogee, Okla., comes the 
distressing news that the railroads in 
their shops, offices and train crews 
have let out approximately 1,000 men 
in the last two years. Industries have 
dropped about 40 per cent of their 


employees. In the building trades 
over the last two-year period not more 
than 20 per cent have worked full time. 
Clerical forces in stores and offices 
have been cut in numbers approxi- 
mately 25 percent. We have recently 
organized a home modernization and 
employment campaign modeled after 
the campaign of Muncie, Ind., and like 
campaigns in the East about which so 
much has been written in the national 
magazines. It was originally spon- 
sored by the real estate board, and an 
organization was perfected and placed 
in the hands of an executive commit- 
tee, composed of the various lines of 
building materials, banks, chambers of 
commerce, both junior and senior, 
labor, et cetera. 

E. W. Smartt, who was formerly 
secretary of the chamber of commerce 
of this city and who had had a vast 
experience in organization work, was 
chosen as director of the tampaign. 

Outdoor advertising was used, 
pledge cards sent through the mail by 
the gas and electric distributors, and 
newspaper advertising and publicity, 
all for the purpose of creating a repair, 
remodel and paint and clean-up frame 
of mind on the part of the property 
owner. 

The campaign has succeeded far be- 
yond our expectations, and much more 
work has been created than was antici- 
pated. We feel that with the momen- 
tum gathered in this first month, and 
with the advance of spring and the aid 
from the American Legion campaign, 
that the next thirty days will approxi- 
mately double in volume the work done 
during the first month. Our first 
month shows 350 repair and remodel 
jobs ranging from $25 up, and aggre- 
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gating $70,000 of work as a result of 
the campaign. At least 80 per cent of 
this amount has been spent for labor, 
and while the building crafts have not 
been fully employed, yet the better 
class of workmen have been reason- 
ably busy. 

Mr. Smartt, while a former cham- 
ber of commerce and business man, 
has been fair and equitable to all par- 
ties, and has given organized labor a 
fair break, and in fact has favored us 
in every instance where possible. We 
could not have asked for a fairer or 
squarer deal than he has given us, and 
we have for him the highest of praise. 

In order to encourage the campaign 
and induce the property owner to do 
whatever remodeling or repairing 
necessary now, we voluntarily, without 
any suggestion or solicitation from the 
campaign management, cut our wages 
or scale during the campaign approxi- 
mately 33 1-3 percent. This applied 
to all the building crafts —T. A. Wis- 
DOM. 


There has been no steady employ- 
ment at Pawhuska, Okla., for some 
time, but through part-time work and 
some credit extensions there has been 
less starvation, Claude D. Whitlock 
believes. There is no steady work to 
share. Only those people who never 
did have anything are really suffering 
here. Of course if this keeps up we 
will all get to the end of our resources. 
As it is we will be paying for it long 
after business picks up. The Salvation 
Army leads all other organizations in 
giving help in a truly Christian spirit. 


Gulf States 


Many people have lost their homes 
at New Orleans, La., writes Edwin 
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Peyroux. He also reperts that there 
is no provision for adequate relief. 
The Federal employees, the printing 
pressmen, bakery workers and stage 
alliance and musicians share their 
work with their fellow members. 


Provisions for relief of the needy 
at Amarillo, Tex., are very poor, 
writes W. W. Finch. The city is giv- 
ing a week’s groceries for a day’s work 
on the streets. All building trades 


have the 5-day week. Cooks and 
waiters and printers have shortened 
their week one day to spread employ- 
ment. The chamber of commerce has 
an employment office asking people 
to work for a very low wage. 

? 


From El Paso, Tex., comes word 
that the city and county complain that 
taxes are behind this year because of 
unemployment, writes E. R. Carpen- 
ter. Work in the building trades is at 
a standstill. The railroad shops are 
still working three days a week with 
go per cent Mexican labor. Auto 
mechanics, painters and printers com- 
plain that boys from vocational 
schools help keep men out of work. 
The school is sending out boys to get 
practical experience. These boys work 
for $1 a day, doing the same kind of 
jobs that a man could get at the pre- 
vailing wage. The Allied Printing 
Trades Council is taking steps to see 
what can be done about this, but find 
it a hard job when the school board is 
not in favor of organized labor. Most 
of the work that bonds were voted for 
has been finished and at present relief 
for the needy is very poor. Printers 
have gone on the 5-day week for a 90- 
day period to spread work. The city 
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A YARD ENGINE covers a lot of ground, but it 
doesn’t get very far. While a locomotive on the line 
starts at one place and goes right ahead. 

Some people are much like yard engines. They seem 
to go “a little ahead and back.” While other people 
make steady progress in their life’s work. 

We, on the Baltimore & Ohio, like to feel that we 
are line engines. And we have found that when we do 


our work well because we personally want to... when 





we show a “will to please”. .. we are bound to get 


somewhere. 


BALTIMORE & OHIO 


70,000 OF US INVITE YOU TO RIDE ON OUR RAILROAD 
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is paying men $2.25 a day for the s- 
day week. The building, plumbing 
and electrical inspectors (all union 
men) have been let out to cut expenses. 
The Central Labor Union is having 
open-house meetings to bring business 
men and working men closer together. 


From Fort Worth, Tex., comes the 
distressing word that there are at least 
5,000 workers who have lost their 
homes or borrowed money on their 
insurance policies and exhausted their 
savings. Provisions for relief are in- 
adequate. The unions have estab- 
lished the 5-day week, giving the extra 
day to their unemployed members. 
Several are carrying special assess- 
ments to care for their members. 
Seventy-five per cent of the building 
trades do not average one day per 
week, and the remainder average less 
than four days a week. Municipal 
contracts do not provide for the 5-day 
week. We have two Federal and one 
city employment office and all are co- 
operating with each other. The Y. W. 
C. A. maintains an employment office 
for women. Organized labor is hold- 
ing weekly meetings, discussing prob- 
lems of unemployment, is active politi- 
cally in a nonpartisan way and is en- 
gaging in an educational campaign 
reaching into every group.—WMm. 
McGarr. 


Frank Henry reports that at 
Pampa, Tex., many are losing their 
homes by reason of unemployment. 
They are unable to make their pay- 
ments and their houses are being ad- 
vertised for sale by court order. We 
are about $5,000 short in our welfare 
budget. Carpenters, plumbers, paint- 


AMERICAN FEDERATIONIST 


ers, barbers and hotel and restaurant 
workers share their employment with 
their fellow workers. Work on anew 
Federal building will start some time 
in June which will help some. On Feb- 
ruary 12 the local newspapers here 
went on the open shop and locked out 
all printers because they would not 
accept a 30 per cent reduction in 
wages. The printers offered to accept 
a I$ per cent reduction and to sign a 
contract for one year which the man- 
agement refused. The boys are wag- 
ing a good fight. They have estab- 
lished a news office in the Labor 
Temple and are going to put out a 
paper of their own. They are getting 
fine support from the business men and 
organized labor will assist them in 
every way to the end that they may 
win their fight. 


A. C. Whitlow reports that practi- 
cally the entire union membership at 
San Angelo, Tex., is broke. Many of 
them have lost their homes and many 
of them have dropped out of the 
locals, not being able to pay their dues. 
Our community service is doing all it 
can, but it is not able to supply all of 
the help needed. Painters, plasterers, 
bricklayers and electricians all work 
five days. The only education we are 
receiving is “how to live without 
work.” One of our locals in the last 
two years has spent $2,600 aiding our 
sick and needy and is now without 
funds. With the LaFollette-Costigan 
bill killed in the Senate we are wonder- 
ing what will happen next. 


From Texarkana, Tex.-Ark., 
through loss of jobs, short time and 
depression many have lost their homes, 
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writes John Allen. Carpenters, paint- 
ers, plasterers, barbers, clerks, truck 
drivers, railroad workers and men in 
every line of labor have lost the sav- 
ings of their lifetime and are in many 
cases now destitute. The building and 
loan companies in many cases have 
been liberal and forbearing, helping 
wherever possible by giving work at 
the current rate of pay. Our United 
States Employment Service has been 
very unsatisfactory in the past. 


Mountain States 


At Sheridan, Wyo., the married 
man out of work is favored before all 
other applicants for employment, 
writes Charles Schlotzhauer. The 
writer is acquainted with a single man 
who in 1929 had a car and some money 
saved and supported a grandfather. 
He has had no work in 20 months. He 
is broke not only financially but men- 
tally as well, because for months now 
he has been compelled to accept charity 
from his friend who works part time 
and who has a family of his own to 
take care of and who is now without 
work. Printers and railroad workers 
are sharing work with their fellow 
craftsmen. We have night school 
classes for vocational education. 


James Anderson says there are too 
many persons at Helena, Mont., who 
through lack of work have lost their 
homes, their savings and have had to 
apply for assistance. Married men 
get 12 days work a month and are paid 
30 cents an hour in trade. They get 
no money. For 96 hours work they 
get $28.80. Printers share their work. 
We have no agreements of any kind, 
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with the exception of the cooks and 
waiters, least of all with the city. 


Many working men at Ogden, 
Utah, have been forced to give up 
their homes and the writer and many 
others, owing to the failure of the 
Ogden State Bank, have had to borrow 
on their insurance. The bank closed 
last August and not a cent has been 
paid out yet. The relief organization 
has been paying on a unit system which 
amounts to about $3.10 for eight 
hours work. They have also paid 
some rent but no cash. The city em- 
ployment service is run in connection 
with the community service and unit 
system, which I am afraid is here to 
stay, as long as the workers are de- 
pendent on public charity—J AMEs M. 
Horst. 


The case is reported from Ogden, 
Utah, where one man died of worry 
because he had spent every cent he had 
and could not get work to support his 
family. There are many cases where 
men have lost their homes by not being 
able to make the payments. Provi- 
sions for relief are run by the chamber 
of commerce which is taking advan- 
tage of conditions to lower the stand- 
ards of living. Most all unions share 
work with their fellow craftsmen 
where there is enough work to share. 
Very few men are working full time. 
Typographical Union No. 236 has 
signed a contract with the Standard 
Newspaper providing for a shorter 
work day.—T. E. Myers. 


At Salt Lake City, Utah, the work- 
ers find it extremely difficult to get the 
$15 in wages on rotated work relief 
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projects, writes F. A. Noller. Many 
men have been registered for a long 
time and are still waiting. Motion- 
picture operators and printers share 
their employment with their fellow 
craftsmen. The 5-day week in the 
building industry was in effect for two 
months last year but was canceled on 
a ruling that specifications regarding 
municipal contracts calling for 5-day 
week and prevailing or minimum wage 
was illegal. The make-work com- 
mittee, composed of civic leaders, 
after operating throughout the winter, 
the local committee of the Building 
Trades Council was informed by their 
representative that the business firms 
had only donated 6 per cent of the 
amount collected. The remainder was 
collected through benefit perform- 
ances and from wage-earners suppos- 
edly voluntarily. One hundred and 


fifty business men recently at a cham- 


ber of commerce meeting endorsed a 
plan to collect from wage earners a 
stipulated amount each pay day for 
donations to community chest drives. 
So far no move has been made to col- 
lect amounts stipulated or otherwise 
from business firms on any such basis. 
Salt Lake business as a whole has been 
actively engaged in coercing money 
from working people for relief work, 
but woefully slack except in individual 
cases in donating at all. 


From Salt Lake City, Utah, comes 
the distressing news that dozens of 
building trade mechanics are losing 
their homes and are subsisting on 
meals provided through donations 
from various sources and served in the 
Labor Temple, writes George A. 
Yager. Provisions for relief are very 
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inadequate. The city government can 
not legally do anything of a charitable 
nature, which throws the entire charity 
load on the county government, whose 
funds are greatly overtaxed. The 
municipality has cut wages 10 per cent. 
The United States Department of 
Labor free employment office is han- 
dling the entire load under conditions 
rendered inadequate by limited appro- 
priation. The Salt Lake Federation 
of Labor is maintaining a weekly 
broadcast to advocate citizenship of 
state and intermountain region on the 
principles of organized labor. The 
county commissioner estimates that at 
the present rate the funds are being 
used they will be exhausted by the first 
of June which will leave us without any 
provision for charity until a new bud- 
get is made. Make work has failed 
miserably in raising funds. Ten thou- 
sand copies of an address given by 
President Green of the American Fed- 
eration of Labor have been printed in 
pamphlet form and are now being dis- 
tributed in connection with organized 
work. 


Pacific Coast 


While conditions at Eugene, Oreg., 
are far from being good, yet they are 
not as tense as they have been, writes 
Robert M. Fischer, Jr. There is no 
union as a union making any effort in 
sharing work. There are individual 
cases, however, where certain ones in 
the unions are sharing their labor with 
their brother workmen. In the relief 
program special road work by the city 
and county is being handled in rota- 
tion—those most in need getting more 
or a longer rotation than those less 
needy. The local chapter of the Red 
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Cross is handling men on relief work. 
When a man applies for work at the 
Red Cross, they investigate his circum- 
stances and within 24 hours if he is in 
dire need he is put on a job, which is 
rotated every week or so. [f it is an 
emergency case he is advanced a gro- 
cery order and that advancement is 
withheld from his first pay check. 


In Fresno, Calif., there are many 
cases where workers have lost their 
homes because they could not continue 
payments ; this also applies to automo- 
biles, but in everything else we have 
been and hope to continue taking care 
of our own, writes C. E. Dowd. Our 
relief is being used mostly for Mexi- 
cans and deserving white men and 
women have to stand by for embar- 
rassing and insulting examinations be- 
fore any kind of relief is furnished 
them. All building trades, printers, 
machinists, engineers, laundry work- 
ers, barbers, millmen and in some lines 
the teamsters are sharing work with 
their unemployed members. We have 
a free employment office operated by 
the state. 


Up to the present time Napa, Calif., 
has been able to take care of the needs 
of her out-of-work population, writes 
Walter P. Weiss. All building trades 
work the 5-day week. Contractors on 
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municipal work call for the scale of 
wages and hours as agreed to in each 
particular locality. Many union and 
nonunion men are out of work. 


At Sacramento, Calif., many have 
lost their homes through not being able 
to meet their payments and a great 
many are being sold out for taxes, 
writes Thos. McEwen. The Amalga- 
mated Meat-Cutters are doing a most 
commendable thing—they are assess- 
ing their members one day’s pay per 
week to take care of their unemployed. 
Most all of the building crafts share 
work with their fellow craftsmen. 


William Burtz tells of a union car- 
penter at Stockton, Calif., who many 
years ago started to buy his home and 
who has been out of work now for 
several months and is about to lose it. 
Welfare agencies are depleted of 
funds in most cases. County welfare 
is in a bad way financially. City relief 
agencies have ceased registration of 
the unemployed. Hundreds are al- 
ready registered but there is no work 
for them and funds are running low. 
The Red Cross drive just ended was 
successful. Work day remains at eight 
hours in all cases, and municipal work 
is on the 5 14-day-week basis. A com- 
mittee from the two councils has been 
appointed for the purpose of organiz- 
ing a workers educational class. 
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